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THE MUTUAL SECURITY ACT OF 1951 


\ r 24 ( latiy lay \ l 195 ( 1 
Mr. Conna..y, from the Committees on Foreign Relations and Armed 
Services jointly, submitted the followim 


REPORT 
[Toa COMpany H. R 5113 


To maint: a Cg security and promote the foreign policy and provide 


for the general welfare of the United States by furnishing assistance: 
to friendly nations in the interest of international peace and security 

The joint committee made up of the Committee on Foreign Rela 
tions and the Committee on Armed Services, having had under con 
sideration H. R. 5113, the Mutual Security Act of 1951, without ob 
jection report the bill favorably to the Senate ith an amendment 


and recommend that it do pass. 
Purpose or THE Bitu 


The purpose of this bill is to authorize funds for United States 
military, economic, and technical assistance to certain friendly nations. 
It brings together in one place virtually all of the foreign assistance 
to be considered by the Kighty-second Congress, first Session It 
authorizes not to exceed $7,535.750,000 for all programs, $6,0135,- 
000,000 of which is for military aid end items, $1,522,750,000 for 
economic and technical assistance. The bulk of the funds will be 
used for programs initiated by the Congress when it passed the 
Kconomic Cooperation Act of 1948, the Mutual Defense Assistance 
Act of 1949, and the Act for International Development, 1949. 

In addition, the bill places responsibility for the coordination of the 
foreign-aid programs in the Executive Office of the President. 


A. INTRODUCTION 
1. COMMITTEE ACTION 


On May 24, 195!, the President recommended the Mutua! Security 
Program to the Congress as “another vital step along the road to real 
1 
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security and lasting peace.”” On June 5, the executive branch sub- 
mitted data on the program, including a proposed draft of the Mutual 
Security Act of 1951. Senator Connally introduced this draft 
(S. 1762) (by request) in the Senate on June 27, and it was referred to 
the Committee on Foreign Re ee Subseque ntly, on July 30, 1951, 
at the request of Senator Connally, S. 1762 was rereferred to the C om- 
mittee on Foreign Relations and the Committee on Armed Services 
jointly 

The Foreign Relations Committee held public hearings at which it 
heard Dean Acheson, Secretary of State, on July 26; George C 
Marshall, Secretary of Defense, on July 27; and William C. Foster, 
Administrator for Economie Cooperation, on July 30. 

Executive hearings were held by the joint committee on July 31, 
August 1, 2, 3, 6, 7, 8, 9, and 13, during which it heard 32 witnesses, 
AS follows: 

Title 1—Western Europe.—George W. Perkins, Assistant Secretary 
of State for European Affairs; Gen. J. Lawton Collins, Chief of Staff, 
United States Army; Richard M. Bissell, Jr., Deputy Administrator 
for Economic Cooperation; Gen. Alfred M. Gruenther, Chief of Staff, 
Supreme Headquarters, Allied Powers, Kurope ; ; Charles M. Spofford, 
United States de Put to North Atlantic Council for NATO Operations 
in Kurope; Maj. Gen. A. Franklin Kibler, Director, Joint American 
Military Advisory Group for Europe; Milton Katz, United States 
special representative in Europe (ECA); William L. Batt, United 
States member, Defense Production Board; Maj. Gen. S. L. Scott, 
Director, Office of Military Assistance, Department of Defense; Brig. 
Gen. George Olmsted, Deputy Assistant Chief, G-4, Department of 
the Army 

Title II—Near East and Africa.—George C. McGhee, Assistant 
Secretary of State for Near Eastern, South Asian, and African Affairs ; 
ae al Donald B. Duncan, Deputy Chief of Naval Operations; Maj. 

ren. William H. Arnold, Director, Joint American Military Mission 

- Assistance to Turkey; Maj. Gen. Reuben Jenkins, former Chief 
of Joint United States Mission for Assistance to Greece; Leslie A. 
Wheeler, consultant to the Iran foreign-aid program, Department of 
State; Paul H. Douglas, United States Senator; Robert A. Taft, 
United States Senator. 

Title IIT—Far East.—George C. McGhee, Assistant Secretary of 
State for Near Eastern, South Asian, and African Affairs; William D. 
Pawley, special assistant to the Secretary of State; Jobn D. Hickerson, 
Assistant Secretary of State for United Nations ‘Affairs: Dean Rus k, 
Assistant Secretary of State for Far Eastern Affairs; R. Allen Griffin, 
Director, Far East Program Division, Economic Cooperation Admin- 
istration; Maj. Gen. H. J. Malony, Department of Defense repre- 
sentative, Southeast Asia Policy Coordinating Committee; Horace 
Holmes, agriculturalist, Department of State and Department of 
Agriculture, 

Title IV—Latin America.—Lt. Gen. Charles L. Bolte, Chairman, 
Inter-American Defense Board; Edward G. Miller, Jr., Assistant 
Secretary of State for Inter-American Affairs; Dr. Henry G. Bennett, 
Administrator, Technical Cooperation Administration, Department of 
State. 

General provisions.—Thomas D. Cabot, Director, International 
Security Affairs Committee; Carlisle Humelsine, Deputy Under Secre- 
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tary of State; Capt. George N. Robillard, United States’ Navy, 
Assistant Chief of Naval Research for Patents and patent counsel for 
the Navy; General of the Army Omar Bradley, Chairman, Joint 
Chiefs of Staff; and George D. Aiken, United States Senator. 

The transcript of these executive hearings, edited for security pur- 
poses, is published as part of the hearings of the joint committee. 

Prior to the hearings a subcommittee of the Foreign Relations 
Committee, headed by Senator Green as chairman, and composed of 
Senators McMahon, Sparkman, Gillette, Wiley, Smith of New Jersey, 
Hickenlooper, Lodge, and Brewster, visited Europe from July 7 to 
July 23. Conferences were held with American and foreign officials 
in France, the United Kingdom, Spain, Greece, Turkey, Italy, and 
Germany. In addition, the subcommittee heard and conferred with 
top American political, military, and economic officers from Norway, 
Denmark, Holland, Belgium, Luxemburg, and Portugal. Upon its 
return this subcommittee issued a report (S. Doc. 56, 82d Cong., 
Ist sess.) along with the hearings which were held, which have been 
printed for the use of the Senate. 

On August 17 the House of Representatives by a vote of 260 to 101 
passed H. R. 5113. The House bill was referred to the Joint Com- 
mittee on Foreign Relations and Armed Services on August 20. 
Executive sessions were held by the joint committee on August 20, 22, 
23, and 24 to mark up the bill. On the last day, while drafting certain 
technical phases, the joint committee heard C. Tyler Wood, Deputy 
United States special representative in Europe (ECA); Jack K. 
MeFall, Assistant Secretary of State; and Sam Efron, counsel, Office 
of Military Assistance. On August 24 the joint committee unani- 
mously agreed to report H. R. 5113 with an amendment. 


9 


2. AMOUNTS AUTHORIZED TO BE APPROPRIATED 
a. General 


The amounts authorized to be appropriated by the first four titles 
of the bill aggregate $7,535,750,000. ‘This is $964,250,000 less than 
the amount requested by the administration but is $37 million more 
than the amount authorized by the House version of the bill. 

This aggregate amount is divided into two main categories: Funds 
authorized for military end items and training, in the sum of $6,013,- 
000,000, and funds authorized for economic and technical assistance, 
in the sum of $1,522,750,000. 


b. Amounts are supported by specific program data 

The joint committee elicited from the witnesses detailed testimony 
as to the manner in which the $8.5 billion requested by the adminis- 
tration had been determined. Although the full amount requested 
has not been authorized, the testimony left no doubt but that the 
amounts requested reflect a detailed and methodical analysis of the 
costs of specific programs, as planned within each of the recipient 
nations. ‘Those responsible for the program had developed ample 
data from which to present specific cost breakdowns by item or 
function. There was no suggestion that the amounts requested were 
in any way mere lump-sum approximations. On the contrary, and 
notwithstanding the fact that the joint committee did not approve 
the full amount requested, the detailed planning reflected by the data 
presented in support of the cost figures was thorough. 
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ce. Military 


The amounts recommended by the joint committee for military 
assistance reflect the funds necessary to fill the deficiencies in the 
equipment of specific numbers of units at an agreed upon rate of 
activation and for agreed upon missions. 

The basic deficiency is in heavy equipment and in complex accessory 
items such as electronic equipment. It is these types of equipment 
which account for by far the major portion of the outlay for military 
end-item assistance from the United States, Not only are these items 
expensive, but many of them require a long lead time in their manu- 
facture. In circumstances such as the present, where time is critical, 
these lead-time requirements make it essential that there be no delay 
in starting the placing of contracts and the actual production required. 
The overwhelming preponderance of these items must be furnished 





from the only source capable of meeting the schedule-—our own 
industrial facilities 
d Keonon iC 
As was the case with requests for military assistance, the requests 
for economic assistance were also based upon specific and carefully 
dered programs. With the partial exception of technical 
assistance granted under the pomt 4 program, the economic aid 
‘dis to a considerable extent in support of the military pro- 
gram. For example, the ability of a nation to manufacture small 
arms, spare parts, or ammunition might be hampered because of a 
lack of certain materials or machine tools. Assistance aimed at pro- 


CONS! 


req este 


viding for these specific shortages might, in a sense, be looked upon 
as economic aid, but the end product is military assistance 

e. Basis for authorizations contained in the bill 

as been stated previously, the amount authorized by this bill 
is considerably less than the amount requested, but is somewhat 
more than the amount authorized by the House version of the bill 

The following chart reflects a breakdown of the distribution, by 
area and purpose, with the total amounts, as recommended by the 
administration, aggregating $8.5 billion. After a thorough review of 
the testimony presented by the witnesses, and a careful analysis of 
the House bill and report, the joint committee felt that a general re- 
duction of 5 percent of the amount requested by the administration 
for military assistance, and 30 percent of the amount requested for 
economic assistance, Was feasible. 

In accordance with this 5 percent—30 percent formula, the amounts 
requested by the administration were scaled down in all four geo- 
vraphic titles. The resulting totals are shown in colump 4 of the 
following tabulation. The aggregate amount of the reduction comes 
to $964,250,000 


Further analysis of the resulting totals in each of the four titles 


and a comparison of them with the detailed programs planned for 
each recipient country led to a further reduction of $27 million in the 
economic aid provided in title I for the European nations. Within 
the balance resulting from this $27 million reduction, a refinement 
in the distribution of funds resulted in the shifting of a total of 
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$25,150,000 from economic assistance to military assistance in the four 
titles of the bill. A final review of the amounts authorized for economic 
aid in the Near East and Africa led to an increase of $37 million in 
the funds authorized for that area. The effect of these various 
adjustments is reflected in the final balances authorized in the Senaté 
bill and shown in column 6 of the following tabulation. The net 
reductions made in the amounts requested by the administration are 
shown in column 7. 
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38. THE THREAT TO THE FREE WORLD 


There is virtually unanimous agreement in the Congress and among 
the American people that Soviet imperalistic communism poses the 
principal threat to world peace, to independent nations, and to free- 
men. Despite domestic political differences among our people and 
disagreements on foreign policy in the Far East or on such matters 
as east-west trade there is no question but that Americans recognize 
the danger the United States confronts in the world-wide political 
and economic struggle. One party to this struggle has subscribed for 
more than 30 years to the proposition that ‘‘we cannot live in peace; 
in the end, one or the other will triumph—a funeral dirge will be sung 
over the Soviet Republic or over world capitalism.” (Lenin—‘‘Speech 
to Moscow Party Nuclei Secretaries,” November 26, 1930.) The 
other party to this struggle, the free nations of the world, have sub 
scribed to the fundamental belief set forth in the Charter of the 
United Nations that we are determined “to practice tolerance and 
live together in peace with one another as good neighbors.” 

In reliance on the pledged word of the great and small powers of 
the world, the Western Allies after the war against fascism disbanded 
the greatest aggregation of military might the world has ever known. 
The soldiers of the United States, the United Kingdom, Canada, 
France, and the other free nations gave up their swords for plowshares; 
their people turned to the rebuilding of the devastation of war, the 
creation of new peacetime industries, the development of colonial 
areas, the creation of peaceful wealth that all people might enjoy; 
these nations adapted military equipment to domestic uses, destroyed 
their great air and sea armadas, sold or gave away their war surpluses. 
While there were some who protested at our unseemly haste in casting 
aside military streagth aad embracing ia its stead the promise of the 
United Nations: while there were some who remembered the treacher J 
of the Soviet Union ia 1939 whea it signed a nonaggression pact with 
Hitler Germany and therefore urged caution; while there were others 
who took at face value the Communist warning that “the existence of 
the Soviet Republic side by side with imperialist states for a long time 
is unthinkable” and ‘one or the other must triumph in the end’’; the 
vast majority of the people of the free world hoped for and expected 
a long era of peace and leat their voice to the clamor for disarmament. 

In 1946 and 1947 the nations of the west disarmed. According to 
figures received by the joint committee, the Armed Forces of the United 
States, for example, fell from a peak strength in 1945 of 12,124,000 
to a peacetime strength of 1,399,000 ia 1948. During the same period 
the strength of the Soviet armed forces fell from 12,500,000 to 
4,180,000. ‘Thus by 1948, the Soviet Army was nearly four times as 
large as the Armed Forces of the United States. 


UNITED STATES ARMED FORCES | SOVIET ARMED FORCES 

May 31, 1945 12, 124, 000 | 1945 12, 500, 000 
June 30, 1946 3, 032, 000 | January 1946 7, 000, 000 
June 30, 1947 i, 583, 000 | January 1947 1, 500, 000 
Mar. 31, 1948 1, 399, 000! July 1948 $, 100, 000 


But 1946 and 1947 were years of watchful waiting so far as the 
rulers of the Kremlin were concerned. ‘There is no necessity of 
repeating here the roll of the Communist-inspired aggressions that 
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have taken place throughout the world since World War II. They 
speak for themselves. Every time a free nation has been drawn into 
the maw of Soviet control, its peoples have been withdrawn from 
intercourse with the free world. Their engulfment by the imperialism 
of the Communist has been followed by a pitiful flow of refugees who 
seek asylum in the free world just as the victims of fascism sought 
refuge in the democracies. 

Suffice it to say that the free peoples, who now recognize the nature 
of communism and the threat it holds for the freedom of man, are now 
resolved to preserve the liberties they have earned and cherished 
since the birth of democracy. 


4. THE OVER-ALL PLAN FOR THE DEFENSE OF THE FREE NATIONS 


The free world does not believe it is inevitable that military force 
will actually have to be used in a general world war to defend its free- 
dom. ‘The free world does not know whether the Soviet Union will 
precipitate a third world war to seek definitive control of man. ‘There 
is no evidence, however, of Communist repudiation of the proposition 
set forth by one of its leaders that ‘either the Soviet governments 
triumph in every advanced country in the world, or the most reaction- 
ary imperialism triumphs. * * * One or the other, there is no 
middle course.’’ (Lenin—‘‘Valuable Admission of Pitirim Sorokin.’’) 
The actions of the Soviet states since the end of World War II, how- 
ever, have forced the free world as a matter of self-defense to fear the 
worst and prepare accordingly. 

There seem but two possible ways that world war III may be 
avoided. First, war may be avoided if the Soviet Union chooses to 
follow a course based on the assumption that communism can survive 
in a world in which freemen may choose their own government. 
This course would involve honest acceptance by the Soviet Union, 
proved by deeds as well as words, of the principles of the United Na- 
tions. Secondly, war may be avoided if the free nations of the world 
can build up their defensive strength to the point where the Soviet 
Union would not dare launch an attack upon them. 

Since the free nations have no assurance that the Soviet Union will 
choose to let freedom compete with communism, they are forced to 
seek peace by building their own strength so that the Soviet Union 
will not be willing to risk war to achieve its aims. 

The free world has ed ivenues for building its defensive strength. 


screne’ I 


‘th ean be built by the free states individually: it can be built 
through regional organizations; and it can be built through the 
United Nations. 

The bill before the Senate is concerned with the first two methods 
of building military ee strength. By providing certain foreign 
cou itries with military assistance and economic aid in support of 
military produce tion, tlie United States expects to increase the ability 
of the free world to mect aggression, and by so doing, the defense ai the 
United States itself will be strengthened. 


Emphasis of program 
The emphasis of the program is geared to the perilous times of 
today. The world picture has changed greatly since the Senate con- 
ame these programs last vear., Overt aggression has taken place 
1 Korea and the weakness of the west contrasted with the forces of 
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the iron-curtain countries has pointed up the need for a greatly 
accelerated rearmament program on the part of the North Atlantic 
community. The bulk of the foreign-aid program now before the 
Senate therefore consists of military assistance in end items and 
training. This is a drastic change from last year, when economic 
recovery was still the primary goal of our foreign-aid programs and 
was given clear priority over military assistance as well as the largest 
share of the tota! foreign-aid funds authorized by Congress. The 
present emphasis on military assistance is best illustrated by the 
following chart: 


PROPOSED FY 1952 MUTUAL SECURITY PROGRAM 
FUND DISTRIBUTION 
($8,500 Million) 


Near East 
& N. Africa 






ECONOMIC ASST. 
($2,197 Mil.) 







MILITARY ASST. 
($6,303 Mil.) 


a/ Includes ECONOMIC assistance to Greece and Turkey. 
b/ Includes MILITARY assistance to Greece and Turkey. 
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B. Titrte I—Evroprer 





5. BUILDING DEFENSIVE STRENGTH IN WESTERN EUROPE 


The President’s request for the authorization of the expenditure of 
$5,293,000,000 for military end-item and training assistance to the 
free nations of Western Europe, reduced to $5,043,350,000 by the 
joint committee, is to be used primarily for the supplying of heavy and 
specialized military equipment for the use of military forces of the 
North Atlantic Treaty countries in Western Europe under the com- 
mand of the Supreme Allied Commander, Europe, General Eisen- 
hower. As a general proposition the recipient nations have largely 
achieved the ability to supply their own military soft goods, such as 
food, clothing, and quarters. They are also producing a growing 
portion of their hard goods requirements such as guns, ammunition, 
and transport. They cannot, however, produce at the present time 
all the requirements of their troops for such hard goods (notably the 
heavy and complicated equipment items), and therefore, most of the 
equipment to be purchased from these funds will be manufactured 
in the United States. Some $400,000,000 of the amount will be used 
for transports ation and for training purposes. 

For security reasons it is not possible to indicate here the informa- 
tion which the joint committee received in executive session as to 
how the equipment procured with these funds is to be distributed 
amone the other North Atlantic countries. The table which follows, 
however, indicates that all European countries, except Iceland, esti- 
mate that they will spend for defense purposes in fiscal year 1951-52 
in the vicinity of $8% billion. It should be noted, in passing, that 
this amount, to be spent by our allies in Europe in their own 
currencies, will provide considerably more in defense build-up than 
would the same amount spent in dollars in the United States on our 
own Military Ests iblishment, due to such factors as lower rates of pay 
for members of European armed forces. The table also indicates the 
estimated defense expenditures in each of the countries 








THE MUTUAL SECURITY ACT OF 1951 11 








mh OM HO Sco | 
yon pod jeuolyeUu tANADOSOHae row j 
ssou3 jo seinqipuved = | 
Xo ogSUajep “jUdlI dg | 
| 
jon RS | 
poad peuoneu ssoin pee aa) es 
= ~ S 3 | 
n ern ee aa 
. Zz > 7 j 
Sein pued Xe SUIJIG i =~ j 
= : - 
~ N > ~ 
nity x1Ko 4 + Ica N oS 
( | 3 
or iy Olt c - “ | 
IT ted < 7 + 
d 
~ in ‘ j : 
= I jRUOTjRU ssodt) : a 
~ ae 
sts i 5 — ON | 
on nj pudsdXe aueyac] - 7 ’ ~ oa 
S 2 Nn ~ | 
2 ' r is Ya, an 
= a. ' } 100d Xea “ } 
= = [B10] s hated 
. 3 = ’ 
%, - 
= = ; i 7 2 ae RS 
> —N 
~ > ) loyal 1 
> | 
S , ; s a 
. = 
; £ Lee < 
“I < 
x “ ’ -- 
= : 
~ 3 ( 1 
—~ 
‘ 
S 1T “ul 
= } wu l 
¢ f : 
4 s . = ; 
2 I r) : 
e ss 
2 - r- 
' t d ’ po 
7 ™N 
M wnyrpuedxe 2 =o r 
LOAC TR10} es 
2 | 
; | 
sani teatime ats 
K asa << - 





12 THE MUTUAL SECURITY ACT OF 1951 
The general ratio of the defense expenditures of Western European 


countries to the total government expenditures of those countries is 
shown by the chart which follows. 





ment of Defense 
TOTAL GOVERNMENT EXPENDITURES vs DEFENSE 
EXPENDITURES - WESTERN EUROPE 


Fiscal Years 1949, 1950 and 1951 a/ 


Billions 
of Dollars 





FY 1949 FY 1950 FY 1951 


a/ For Fiscal Years beginning in captioned calendar years. 1951 Non-Defense 
expenditures for Denmark & Italy not available - 1950 expenditures substituted. 


While it may seem that the contribution by the United States of 
more than $5 billion to the defense of Europe when those countries 
are contributing only $8% billion themselves, means that the United 
States is carrying an undue proportion of the defense costs of Western 
Europe, two factors must be borne clearly in mind. The first is 
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that quite properly the European countries are supplying most of 
the men to defend their own homelands Secondly, the countries of 
Western Europe have a much thinner economic base from which to 
support their defensive effort than does the United States The 


Green subcommittee reported on this second factor as follows: 


The SCONE and progre Ss of the de fy NsiI. ( fhart , Kw ) pe 


To assess the nature and extent of the progress Western Kurope IS 
making in building its defensive strength, the base from which Western 
Kurope must start its effort must be borne in mind Most of our 


partners in the North Atlantic Treaty, who did not even in the prewar 
vears have a standard of living comparable to that in the United 
States, were devastated by war. Homes were destroved, industrial 
plants gutted, railways ruined, war plants bombed, agricultural pro 
duction impaired 

Standards of living The help which the United States has given 
through the Marshall plan has to a large extent made Europe whol 
again in the sense that production now exceeds prewar figures in most 
countries. Consumption expenditures in the United States are about 
10 percent above the prewar level, whereas civilian consumption in 
most of Europe is very little above the prewar level. 

The table which follows shows the difference in the consumption 
levels of the United States and Western Kurope for certain basic 
commodities: 


Another comparison between standards of living in the United 
States and Western Kurope is afforded by a comparison of purchasing 
power in terms of labor productivity: 





Workir gq time equired to ear? selected food items } f , VATO count 
t ted by U. S. Burea l S ( 
1) 1 | 
( j Fr I ‘ 
It K 
oo I] i] ] J 
Wh bread (kilogra 2 I 
Mil liter j * 
Bit kilogran 2 t 9 
+ M Arirnt ALLO 
C e (kKilogra 
E dozet $2 5 
Su k 
~ B f (kilogr { a ~ * 
1, Veal (kilogr 
0. Pork (kiloer ‘ 4:24 < 
11. Chicken lograt 
12. Potator kilogra j s 
Chocolate (kilogr l 
14. Tea (kilograr ( t s 
l Cotes ran ~ j 








14 THE MUTUAL SECURITY ACT OF 1951 


To the extent that Western Europe turns from the production of 
civilian goods to the production of defense armament, to the extent 
that her manpower is diverted from civilian pursuits to nonproduc- 
tive military training, the standard of living of her people will suffer 
This is equally true in the United States, but the hard fact is that the 
United States will feel the pinch of large military expenditures much 
less than will most of our Atlantic Pact allies. 

De fe TUNE budge ts and taxation 

One of the best evidences of European awareness of the Soviet 
threat is the size of the defense budgets of our pact partners. De- 
fense expenditures of our allies are up 74 percent from the expend- 
itures planned prior to the attack on Korea. While this does not 
come close to the 217-percent increase in the defense budget of the 
United States, it must be remembered that the defense slice for these 
Western HKuropean countries ts from a smaller national product. 

When one looks at the perceniage of the gross national product 


romeo wito defe ose budveis, escimates for the current Vvear show that 
the figure will be approximately 8 percent ra Western Europe as 
conirasied with 15 pereent in the United Stat : Western Europe, 


with a per capita mcome ebout one-third of that ‘of the United States, 


will coniribuie about one-half as large a proportion of its output for 
defens 

While the commiitee felt strongly that our partners should put 
as much as possible ravo their military budgets, it also recognized 
that there is a potat beyond which ceriata countries cannot go without 
ing a situation which might invite domestic conditions, which 
in tura would open the way to the kiad of Communist subversion 
that threatened parts of Western Europe tn 1947. 


Creal 


6. DISTRIBUTION OF EUROPEAN DEFENSE FUNDS 


The charts which follow show in a general way the proposed cis- 
tribution of funds among the services and as between different types 
of military equipment. The charts are based upon the amounis 
requested by the Executive which have been reduced by 5 percent 

In connection with the dintribabion of military assistance among the 


nations of Western Europe, particular attention should be given to 


that part of section 101 (a) (1) which will permit the President to use 
not to exceed 10 percent of the $5,043,350,000 for military assistance 
to any other country of Europe 

the Pre sident determines to be of direct importance to the defense of the 
North At antic area and whose increased ability to defend itself the President 
determit is important to the preservation of the peace and security of the 


North A lar itic area and to the security of the United States * * *, 


This means that a total not to exceed approximately $500,000,000 
ean be used to supply military assistance to such countries as Western 
Germany, Spain, and Yugoslavia. For reasons which are obvious, 
it would not be proper for the “¢e committee to indicate in this report 
what assistance, if any, should be distributed to these countries and 
if so, the way in which assistance might be distributed. This is a 
matter in which the President must have discretion to be exercised 
in the interest of the United States, bearing in mind military, political, 
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and economic considerations as well as the w ill and ability of possible 
recipient nations to defend themselves and to contribute to the mutual 
strength of the area. 


?. SIZE OF THE ARMED FORC! OF THE NORTH ATLANTIC ATI 


When the Green subcommittee visited General Eisenhower in 


France this past July, it made special inquiries as to the size of existing 
armed forces in Western Europe, the projected rate of build-up, and 
plans for the nextfew vears. The subcommittee reported as follows: 
One of the matters that most concerned the subcommittee duru 
its studv of the strength of our Atlantic Pact allies was the rate of 
build up of t ha lorees mW ty rae” inh Wes eh | l Ope aus npa ( @ Ub 
build-up in the United States In June 19590 the United States had 
10.7 men per 1,000 of population in uniform as contrasted with LOLS 
per 1.000 im untferm im the Western Kuroep an nations Sime Kore: 
however, the United States build-up has been much faster so that, as 
of Jun L951. the United Stutes ratio had rone to 22.S men p 1 .OOO 


! | | ‘ ' _ . ] . | 
oO! popuiation, whereas the kK iropean countries had a ratio of Only 


| ) per 1 OOO 


The subcommittee learned of several reasons for this slower build- 
up in Western Europe. In the first place, equipment shortages have 
made it impracticable for some of these countries to call up men as 
rapidly as has been done in the United States. Secondly, rapid 
mobilization imposed on shal \ domestic economies might very Ww I] 
throw SOLE of th se count! s into an econom! tailspin that would 
Vil ‘Communist ubversion nearly as dan ‘rous to the fr Wo ld as 
military attack. Thirdly, figures on the number of men in uniform 


are to some extent misleading because European countries as a result 
of their reographical position have built th 1r deft nses around rapidly 
mobilized trained reserves. This means that figures on the number 
of men under arms in Western Europe do not show the complet 
picture. 

According to United States officers at SHAPE, while the United 
States 


has increased t! actua f m i } ill ’ 
number than the European countries have, the result at t end of a vear ha 

to achieve only an approximat nporary 1 illies a t eT 
of trained manpower immediately available in the ¢ t of war 


While there has been some reluctance on the part of certain coun- 
tries to increase the number of men in uniform, the table which follows 
indicate that substantial steps are being taken to inerease the terms 
of service of conscripts. 
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Comparison of effective term of national service, and ratio of number of men in uniform 
per 1,000 of population, United States versus European NATO countries 


Number of men in uniform per 


| 

| Effective term ional service ’ 
Effective term of nat ] 1,000 of population 
| 


| Increase Increase 

| 1938 1 June 1, | June 1, since joa. «| June l,| Junel,! since 

, 1950 1951 June 1, 7: oe 1950 1951 June 1, 

| 1950 1950 

nited States ( 21 24 3 2.5 10.7] 228 12.1 
United Kingdom 2) | 18 24 ( 8.9 13.6 15.2 1.6 
Fr ¢ a 12 18 ¢ 17.8 1 17.8 2.7 
It 1s 12 15 5 20.0 S 6.3 5 
he l 12 24 12 11.1 10.4 14 4.1 
Lux I None |} 12 { None 3 7.0 3.7 
Ne l 16 } 6.2 6 
Norwa' ' x 12 4 . § a 10.4 1.2 
> r 5 | LO 11 j l 2.7 f 2 { 
Por l 17 1 lf 0 8.2 10.7 1 
European averag 9 12 16. 5 1.5 14.0 10.8 12.5 7 


e treaty. 


In several of the countries of Western Europe, the shortage of 
trained noncommissioned officers and in France in particular the high 


losses among commissioned officers fighting against communism 1n 


Indochina, have slowed the rate at which men can be called to the 
colors. Steps are being taken to build cadres of men able to train 
conscripts. Furthermore, the training program now being carried 
on under the terms of the Mutual Defense Assistance Act in the 
United States, in Germany, and in the treaty countries is serving 
to build up groups of specialists that will be competent to train men 
in the use of specialized equipment that will soon be received from 
the United States. 

| precise size and strength of NATO forces and the projected 
rate of their increase is, of course, a basic element in General Eisen- 
hower’s plans for the defense of Western Europe, and as such it 
should not be definitively set forth in public documents. The sub- 
committee, however, was shown the timetable of force build-up for 
ach country visited and for the NATO forces as a whole, together 
ith an explanation of the manner in which the proposed military 
aid for fiscal year 1952 is intended to complete the capital equipment 
of European forces which will be in being by the end of calendar 
vear 1952. Taking the present strength of NATO ground forces as 
a basis, United States officers pointed out that participating European 
nations have engaged to increase the number of divisions available 
to General Eisenhower by 75 percent in 1952, an additional 40 percent 
in 1953, with subsequent increases on a lessening scale In terms of 
men on active duty in General Eisenhower's ground forces, excluding 
units which would be mobilized in an emergency, the commitments 
have already been exceeded in a number of countries, and the per- 
centage increase over June 1950 figures is 5% pereent by January 1951 
and an additional 11 percent by June 1951. Men in “‘pay-off’’ com- 
bat units are increasing at a more rapid rate than total manpower in 
uniform. This figure has increased about 44 percent since June 1950. 


Wi 





| 





19 


MUTUAL SECURITY ACT OF 1951 


THE 





000 ‘005 


000 ‘000 ‘T 





Aus 





. 000 £005 ‘T 
TS 5 Sune 02 05, eune 
000°%69° 


GSVFUONI Load 
000° %el*t 
ORK 


WUC Nl NGA aD WENN 


006*000%z 





PePnTouy y08m “ern 
IdOYNI NI HIONFAIS AYVIITIW 








20 THE MUTUAL SECURITY ACT OF 1951 


It is difficult to summarize the projected increase in military aircraft 
and naval vessels, since the commitments are dependent, to a large 
extent, on deliveries from the United States and on expected Kuro- 
Generally speaking, European nations can meet 


pean production 
and even exceed their present commitments if the aircraft and vessels 
can be made available 
While the sum of the 
meet General Eisenhower's requirements, United States officers saw 


requirement can be met on the target 


force commitments does not vet entirely 


no reason to doubt that the full 


( 
the momentum of European rearmament develops 


date ws 
' } | « 1, , 
In summary, when the subcommittee asked at SHAPE as to whethe 
| | ‘ “Pr yi . > »4 . } at . ¢ 1) i ' 
the otlicers im t hie (); ranization were satished w th tile Present Sil bLLon 
in Which European ground forces have inereased 20 pereent while th 
j j } } } ' 
United States ground forces have doubled, the answer was 
We certainly a ra We are dey gy avreat deal of our effort here r ( 
| program of United States military aid for fiscal vear 1952 as now 
e purnm \s es now stan he rate at } h expans 
Ve! bv the ut tw 1 be cd re 
»> the Europea armed forces 
Mh Situation was summarized by American SOUFCCS LT It lLrope LS 
OLLOWS 
[ ed St ge «¢ ' i a sol \ i \ f th of ma 
! J e 1950 ‘ lout | stre | 1 period of | 
( eaching a nt ere the expansl bei oO level off 
| | CAN CO tric “ achieve t r expansion OV & | iod of about 3 
Cc reo ( is th Ve f ost Tray 1 ¢ pans i O-p eent 
‘ } ( Ceo mp ( { j his ear 1} in i bh love ar nd 
‘ ee] pn CoO tries restricts ( ile AL W ( 
ut ( ( Sit for America ‘ } j heir fe r . 
i 1a equipped rapidly a he wor! I lires. 1} ku 
t ( ed to level o rstre nom DOW ( ret du 
o} EX, f t 1 “ mplated | 1 States | 
in eu ( \ 1} \ inits providing betw 100 a 
200) idditio mill forces a ub Pp , 
he ¢ rt Ostl l¢ 


The subcommittee was impressed by the differences in cost in train 
and equipping an American soldier as compared with similar costs 
other NATO countries. The information 


subcommittee from sourees in 


lhe 
In equipping soldiers in 


which follows was received by the 


Wes ern Kurope: 
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Pay lata European NATO countries as of J aly 1, 1951 


BASE PAY PER MONTH 


\fast 
( t Pr ‘ r 

United State S75. Of $29 { . 

United Kl 1 a" = \ 54.3 
1 21 y j 

France 1. 28 SK A). OM 2 “ 

Italy 2 2 2 

Bel f 6.00 8 OK ] a 2 

e! } 212.00 “on ] ) { ). 2 ) » 

Netherlands Rg 0 24. OK » Oo ") 

Norway 46.30 412. ¢ y2. 6 } x 

Denmart 61 ( 

Denn < l ; 

Portugal l t 


ALLOWANCES PER MONTH 
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Tnited 
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Ir ) 
( t 
4] x 
\ t I 
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At \ 
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t t tat S567 ; { : 24) $ 
1 ted K 8 4 
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r< | ( ( - ( 
Includes uniform, personal « 1 ment and other 
I acl iy, rations, hous \ re 
N\ yma e list ed for nm.tinitad Stat ty ! + ‘ 
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Ey les housing cost 
Data not ival il 
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\ tiional SErvVLCe lata, J uly 1, I 151 
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8. MILITARY ASSISTANCE FOR GREECE AND TURKEY 


Although the authorization of funds for military assistance to 
Greece, Turkey, and Iran is contained in title Ll of the pending legis- 
lation, these states standing on the border between Europe and the 
Middle East must be considered in connection with the building of 
defensive strength in Western Europe. ‘This is, of course, especially 
true with respect to Greece and ‘Turkey which are discussed here 
Military assistance for [ran is discussed in a later section. 

Greece was the first of the free nations to feel the impact of Krem- 
lin-directed military force. Weakened by occupation during World 
War II, Greece was a natural target for Communist imperialism. 
It seems certain now that had it not been for American military and 
economic assistance extended first to Greece in 1947, that nation 
would today be under Communist control. 

The assistance the United Nations has received in Korea, where 
Turkish and Greek troops have given an excellent account of them- 
selves, is evidence not only of the good training these troops have 
received but also in a large sense of their appreciation of the value 
of the concept of collective security. Nations which are in effect 
“under the gun” of Communist imperialistic aggression are much 
more likely to see the importance of maintaining their own strength 
and building the strength of the free world than nations which are 
more remote from the threat. 

The joint committee takes this opportunity to endorse the com- 
ment of the Green subcommittee with respect to the desirability of 
integrating the defense plans of Greece and Turkey with, plans for 
the defense of Europe. The subcommittee reported as follows: 


The subcommittee was concerned that neither Greece nor Turkey has yet been 


fuliv integrated into European plans for the defense of Kurope foth of those 
nations desire to become full-fledged partners in the North Atlantie Treaty, and 
their membership would undoubtedly increase the combined defensive strength 
of the member states. At the same time, of course, their admission to membership 


would inerease the obligations of each of the other members. 
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Zo 
The committee does not feel itself competent to make a defi { recommenda 

tion as to the method whereby Greece and Turks might be brou t into a more 

satisfactory working relationship with the North Atlantic group It does believe 

however, that there should be no delay in movi ither through the pac rga 

zation or by means of a Mediterranean pact, to bring Greeee and Turke 

plans for an integrated defense, not only of the Mediterranean ar 

the European area. Until such time as there is a clear understanding of t part 

Greece and Turkey should play in the event of aggression, the defenses of the 


world are incomplete. 


Turkey is a next-door neighbor to Russia. According to Ambassador 
Wadsworth, with whom the Green subcommittee conferred in Ankara, 
the proximity of the Soviet Union to Turkey ‘has necessitated 
maintaining [the Turkish] national defense forces at the highest 
possible standard * * *. In the last 10 years, for instance, their 
Ministry of National Defense has been allocated d between 33 and 40 
percent of the national budget every vear. 

The fact thatTurkey has found it necessary for survival to maintain 
armed forces that impose such a heavy burden on the country is 
concrete evidence of the threat that Soviet imperialism carries for 
all free nations 

The military and economic assistance given to Greece and Turkey 
during the past few years by the United States has thwarted the 
ageressive designs of the Soviet on these states. This aid, in general, 
has been well used. 

The American military mission in Turkey numbers over 1,200 men. 
During the last 4 years this group has assisted the Turkish armed 
forces in the modernization of their training procedures and their 
equipment. Funds to be made available under the program for next 
year will be devoted to additional modernization, particularly in the 
air force. 

Funds to be made available to Greece for the next fiscal year will 
be used largely for modernization of the equipment of existing forces. 


9. ECONOMIC ASSISTANCE TO WESTERN EUROPI 


The Administrator for Economic Cooperation, Mr. Foster, indi- 
cated in his testimony before the joint committee that the job of 
the Marshall plan in Europe as originally contemplated was virtually 
complete. The Deputy Administrator, Mr. Bissell, testified that if 
the Western European countries had not found it essential to build 
up their defensive strength, the Economic Cooperation Administra- 
tion would have re quested $672 ,.000,000 for aid to Western Eu irope 
for this year, primarily to prevent serious economic deterioration such 
as would carry with it the threat of Communist internal subversion in 
countries of great strategic importance. That threat still continues 
undiminished. The difference between this amount and_ the 
$1.675,000,000 requested is, according to witnesses, directly traceable 
to the additional need of Western European countries emphasized by 
the Korean aggression—the need to immediately and speedily increase 
their own military production. Aid for both purposes is essential to 

reserve and build up the strength necessary to defend Western 
ete. 

In order that the Senate might have before it a succinct statement 
of the steps taken under ECA auspices to increase military production 
in Western Europe, the joint committee asked the Economic Coopera- 
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tion Administration to furnish a statement on this subject. This 
statement follows: 


Arp For European MILitrary PRopuUcTION 
A, AID POLICY 


The mutual security bill contemplates that in the future the United States will 
furnish two basic types of aid to Europe, military end-item aid and economic- 
support aid. Both of these types of aid are to be directly related to the defense 
efforts of the recipient countries. Inasmuch as all economic-support aid is 
intended to provide the basic economic strength essential to the undertaking of 
an adequate defense effort, it is no longer necessary or desirable to preserve a 
distinction between the segment of that aid which is to be utilized in direct support 
of military production, and the remaining segment which is designed to provide 
for the impact of an over-all rearmament effort on the general economy. 


B. HISTORICAL BACKGROUND 


The MDAP program was relatively small in size when it was first presented to 


Congress, in the summer of 1949. The primary emphasis of United States aid 
at that time was necessarily placed on the economic aid being furnished under the 
Marshall plan, whieh Europe required due to the chaotic internal conditions 
which existed as a result of World War II. It was obvious at that time that 
Europe should ultimately produce a large share of the armaments it would need 
to discourage or resist external aggression, but neither the United States Govern 
ment nor the Luropeans themselves were willing to sponsor a full-scale rearmament 
effort which might jeopardize the more immediate objective of establishing 
healthy economie conditions in the countries conce rned The Marshall plan, in 
the summer of 1949, had already shown remarkable signs of success, but its job 
was far from done, and the general economie situation, though hopeful, remained 


critical, and it was obvious that the most crucial months were ahead. The 

United States Congress expressed its philosophy in this matter by providing as 

TOLLOW In the prea nble of t » MDA Act passed in Sept ber LOAD ‘The Con- 

res recognizes t! t economic recovery is essential to international peace and 
I 1 stb ivel ir prio \ 

\ vw ¢ thie tated position of Ce ess ’ { ( enera tmospl re and 

l tie é iy | i U1 eq States {in | rope e United States 

l @] . ) red a very li ite 1 increast l ( | Ost ne KIsté t mi ary 

prod Kuro] l} L to be known as the additional militarv produc- 

| Mi \id was furnished for th pro am. in the for: fin 1¢ 

( ! nate requested b tiie hu peal gover! s tor 

} I ist Dp ects for the p xduetion of n tarv end items Be use this 

tvpe of production constituted a drain upon, rather than an advantage to the 

economies of intries coneerned, and could not be considered to be in direct 


furtherance of the overriding objective of economic recove ry the aid furnished 





under AMP, although essentiaily economie in nature, was financed out of the 

MIEDAP appropriation The actual financing 

indert: cen by | A 1, a the materials furnished by the | nited States were identical 
it 


ature, although earmarked for a different purpose, to items financed under 


of procurement. however, was 





Ij rhtv-five nn 1) dollars of the oreinal MED \P appropriation were te! tativelv 


earmarked for AMP purposes, but as of the end of fiscal vear 1950 less than $20 
million of those funds had actually been obligated. There were various reasons 
why the program was so slow in getting under way. For one thing, the effective 
period of oper mn of MDAP during its first fiscal vear was only 5 months, due 
to the statut requirement for prior execution of bilateral agreements. Further, 
the novel techniques and procedures for development submission of projects 
involved complex administrative difficulties both for the United’ States and 
recipient govert ments. The primary reason, however, for the delay in action 
in 1949-50 was the lack of sense of real urgency among the free nations in facing 






ry 


the hard task of mobilizing an adequate defense against external aggression. This 
same philosophy was reflected in the originally contemplated size of MDAP 
during fiscal year 1951, and the AMP segment thereof, which at the time of 
initial congressional hearings was believed to required a maximum United States 
financial obligation of 





75 million. 
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$1,675,000,000 to $1,130,500,000. It realizes that there may be some 
who will believe that what is called economic aid for Western Europe 
should be elimmated from this bill completely. The joint committee 
felt, however, that such action would impair the defensive efforts of 
our partners. Now that a larger part of their national effort is going 
into the production of military equipment and the maintenance of 
armed forces, there is less available to produce essential civilian goods 
and export products which must be exchanged with foreign countries 
to enable Western Europe to acquire essential raw materials, To the 
extent that we can help these countries meet the domestic impact of 
their rearmament, they will be able to increase their defense efforts; 


C. Tirte 1]—Near East ann Arrica 
10. STRATEGIC IMPORTANCE OF AREA 


Title I] covers the area comprised of Egypt, Ethiopia, Greece, Iran, 
Iraq, Israel, Jordan, Lebanon, Liberia, Libya, Saudi Arabia, Syria, 
Turkey, and Yemen. (Greece and Turkey are dealt with under 
title 1 of this report as economic assistance for them is included 
therein. Military. aid for these countries is authorized in the bill 
under title Il.) This area ts of great strategic importance. It con- 
tains some of the world’s major air and sea lanes, is a highway and 
an access route between Asia and Africa, and possesses valuable 
strategic materials, especially petroleum. Because of these great 
‘ts the region, although a part of the free world, has been under 
constant Soviet pressure, notably propaganda, subversion, and 
guerrilla warfare. 

The Soviet Union has made capital of the racial antagonism, the 
social unrest and the widespread poverty which prevails among the 
people of the Near East. In Iran, for example, the Soviet Union 
is now exploiting the prevailing poverty to spread doubts abroad 
and hostility toward the Western World without offering any con- 
structive program with which to correct the basic needs of Iran. 


ASS 


11. UNITED STATES OBJECTIVES 


The interest of the United States in this area is of long standing, 
as is testified to by such acts as the Greek-Turkish Aid Act. The 
objectives of United States foreign policy in this region as announced 
by the State Department are: First, discouragement of aggression; 
second, protection against subversion from within; third, strengthening 
the will of the people in this area to resist aggression and to encourage 
them in their efforts to achieve stability and progress; and fourth, 
removal of sources of dissidence and unrest. 


12. MILITARY AID 


As already noted, the Soviet pressure from the north is constant 
and uninterrupted. Russian efforts to bring the region under Soviet 
control are being aided in no small measure by the tensions between 
Israel and the Arab States and among the Arab States themselves. 
While the whole area is concerned militarywise, the situation in Iran 
is perhaps the gravest. The military assistance for that country 
recommended in this bill continues the program inaugurated 2 years 
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ago. It is designed to keep Iran in the ranks of the free world for 
the loss of that country to communism would constitute a break in 
the dam which now protects the Near East from communism. Such 
a break would menace the security of the entire free world, for it 


would involve serious implications strategically for Africa and Asia 


13. ECONOMIC AND TECHNICAL ASSISTANCE 


In general the main problem of the peopl in the Near East is 
that of inadequate food, shelter, and clothing—the primary elements 
of existence, the lack of which causes disease, poverty, and unrest. 
The joint committee believes that the technical and economic assist- 
ance it recommends will help to correct these inadequacies particularly 
by supplying needed information and guidance for the improvement 
of health and the increased production of food. ‘This covers technical 
aid particularly in the fields of public health, sanitation, and agricul- 


il 


ture. It will be especially helpful to step up the production of food 
through the use of improved tools, better seeds, fertilizers, and im- 
proved methods of cultivation. In the main, technical assistance 
under title Il is to be used for the following main purposes: joint 
commissions and surveys, agriculture, vocational education, health, 
industry and labor, transportation, mineral resources, water resources, 


and government administration. 

In some cases the joint committee believes it will be necessary to 
make grants to the near-eastern governments: but the joint committee 
has been especially concerned to see that as much as possible of the 
assistance be in the form of loans without destroying the objectives 
soucht. 

14. TRANSFERABILITY OF FUNDS 


Because of the changing conditions in the Near East it may be 
necessary to use the funds allocated to Greece, Turkey, and Iran 1T) 
some of the other near-eastern countries The jomt committee 
provides for such an eventuality by stipulating that when the Presi- 
dent determines that (1) the strategic location of one of the countries 
in the area is of direct importance to the defense of the Near E 


area, (2) assistance to such a countrv is of critical importance to the 


free world, and (3) the immediately increased ability of such a country 
to defend itself is linportant to the preservation of the peace and 
security of the area and to the United States, he may use up to 10 
percent of the amount available under this title, excluding unexpended 
balances for military assistance to that country. 


15. ARAB REFUGEES 


One of the most vexing problems in the near eastern area is that 
of the Arab refugees from Palestine, displaced during and after the 
hostilities between Israel and the Arab states. These refugees con- 
stitute a source of potential unrest, which should be removed as 
rapidly as possible. 

The desperate plight of these refugees was recognized by the United 
Nations late in 1948, and emergeney relief operations were undertaken 
with support from the United States and other governments. In 
1949 the United Nations Economic Survey Mission (the Clapp mis- 
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sion) was sent to the area to make recommendations looking to the 
restoration of economic stability. These recommendations resulted 
in the establishment of the United Nations Relief and Works Ageney 
for Palestine Refugees in the Near East (UNRWA) with the task of 
providing relief and work opportunities for the refugees. The United 
States appropriated $27,450,000 last vear for the work of this Agency, 
which operates entirely on voluntary goverumental contributions. 
United States contributions have constituted somewhat less than 55 
percent of the total United Nations programs of relief and rehabili- 
tation in the Arab states through fiscal 1951. 

During the past year, the number of refugees on relief has been 
reduced from a peak of over a million to approximately 875,000. 
No great progress has vet been made toward resettlement for a number 
of reasons, the principal of which are (1) the number of refugees was 


greatly underestimated and a major share of the resources of the 


agency had to go to direct relief rather than permanent resettlement 
measures; (2) during the latter part of this period the cost of supplies 
greatly increased; (3) countries were slow to make contributions to 
the program; (4) the refugees were apathetic to the resettlem« 

program; and (5) the Arab nations were reluctant to accept the 
principle of resettlement. UNR A, therefore, had to devote its 


limited resources largely to relief functions. 

Greater progress ts expected for the coming fiscal vear inasmuch as 
the Arab states have now acce pted, subje cL to certlaim reservations, 
the principle of resettlement, and the emphasis of the program will be 
shifted from direct relief to reintegration. UNRy\y A estimates that 
it will require a total amount of $150,000,000 over the next 3 or 4 
vears to resettle the bulk of these refugees; amounts required for 
relief will depend upon the pace with which resettlement proceeds. 
The xecutive branch reque sted authority to utilize not to exceed 
$50,000,000 from the total amount of economic aid in title I] tor the 
refugees. The size of this authorization was reduced by the jomt 
committee to $40,000,000 in the hope that the other funds required 
would be obtained from other United Nations members, which have 
already made pledges totaling around $13,000,000. 

The jomt committee feels that this program is vitally important 
to the peace and security of the Near East. Failure to continue 
relief could only have very serious consequences. In approving this 
amount, the joint committee expresses its hope that the work of 
resettlement be vigorously pursued and that every effort be made 
to urge other members of the United Nations to support this program. 


16. ISRAEL REFUGEES 


The joint committee took special note, also, of the great difficulties 
arising from the unprecedented immigration to Israel. Before the 
committee was 5S. 1247, introduced by Senator Douglas and others, 
proposing $150,000,000 of grant aid to Israel. On the basis of testi- 
mony by several Senators and on the basis of action taken by the 
House, the committee decided to authorize not to exceed $40,000,000 
from the total of economic aid authorized in title [1 for specific refugee 
relief and resettlement projects in Israel, a cut of $10,000,000 from the 
amount authorized in the House bill. This proposal was not included 
in the President’s program. 





| 
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Since achieving independence in 1948. Israel has received 600,000 
immigrants. Refugees are still arriving at the rate of 16,000 a month 
The absorption of this tremendous influx of people has been Israel’s 
greatest economic problem. The committee feels that the amount ts 
justified to help this young ind struggling nation solve this proble1 


D. Trrite IL]—Asia AND THE Pactri 


The authorizations recommended under this title include funds for 


economic and technical assistance in Afghanistan, Burma, Cev 


Formosa, India, Indonesia, Indochina, Korea, Nepal, Pakistan, t! 
Philippine Islands, and Thailand, and for military programs un 
number of them Although Japan ts included in tl area e es 
mates submitte I by the execullve branch do not contain an rose 
for that country 

Th e7ion is of ea ortal Within its confines. exelusiv 
of China, a1 ove! 1) percent of the worlds pop ition, n Oo 
strateo. resources ind so Cc oO the most ITN po { to A ( 
communication Ninety-five per of the world’s rubb c 
part ot its tin, « ypra bervilium, quinine ite, tea, an i 
products also come from this regiot 

17. COMMUNIST MEN O TI REGION 


Since World War IT large sections of this are a, particularly Ch 


have succumbed LO oOmn nisi wid soviet lol nati ‘| 
U.S R and Its agents have busily stirred up strife and tensio1 
order to extend sOViel Col rol over the region The forms of avers 
sion visifed upon the peopte and the area are manv. pa ls 
euerrills warfare, ; bye sO! within the country, campate 7 sof propa 
eanda and agveyresslon by satellites 1*} e most lacrant en s ti 


present North Korean age? sion on South Korea In addit ) Con 
1 
6 


munist aetivities hostile to the tree Word and to ¢ tabl =} 
eastern vovernmenhts are to bye round nN ly ci¢ hina and Wh tine PP} 
pines The ultimate Soviet object of all these activities is de ! 
of the entire far eastern area 
18 ( N ) - i S 

United States policies in this region are the creation of suffi 
strength and military power in the countries of this area so that th 
will be able to resist Communist military Heeoression ian vhen 

‘ saeaicd a : ks , . : 
may occur. But resistance to military aggression 1s not enough 


American policy also aims at United States cooperation with the 


present free governments in order to help them to create the meat 
by which they may continue to be associated with the free world 


i i 


instead of falling prey to imperialistic communism. This 


encouragement of various kinds, mainly finanetal and teel 


order bo enable these COUNLILE Lo solve SOME of the eCcol ( 


adjustments and the unfortunate social conditions under which th 


people live This is the principal underprivil ore d aurea Of tH voriad 
and therefore Is especially susceptible to the | land) hmen tS 

Communist promises and propaganda: Satisfying of t! mor 
urgent basic needs of these people is therefore vital to the security 


R8209—-51 
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of the area and constitutes a fundamental part of American foreign 
polic Vv. 





19. MILITARY SITUATION 


Almost every kind of military action may be seen in this area. A 
full-scale war is in progress in Korea between the United Nations 
forees and the North Korean and Chinese aggressors. In Indochina, 
Ho Chi Minh leads a powerful Viet Minh army supported by the 
Chinese Communist government and is fighting a civil war against 
the established local governments supported by the French. 

In the Philippines, the Communist-inspired Huk guerrillas in cer- 
tain areas are forcing the Government and the loyal citizenry to 
confine themselves largely to the cities. Communist guerrilla cells 
have been created in India and in Pakistan. The Government of 
Indonesia is experiencing difficulties in maintaining law and order. 
So are Malaya and Burma. 

In the face of this condition, it is obvious that the military assistance 
for the area under title IIT must be based upon a series of unpredict- 
ables, and it will be necessary to make adjustments in the priority 
levels of the different countries in terms of the developments and 


upon short notice. So, too, with the priorities within each of the 
country programs 
The committee believes that its recommendation of $535,250,000 


for military assistance will permit the accomplishment a three 
specific objectives during the fiscal vear 1952. These objectives were 
stated by the executive department as follows during the hearings: 
To furnish, on a priority basis, certain deficiencies in the 
equipment of the armed forces which, consistent with economic 
capabilities, are required to restore and/or maintain international 
security and discourage Communist encroachment in the area; 

b) To provide training necessary for the proper use and 
maintenance of equipment furnished under the fiscal year 1952 
and earlier assistance programs; and 

c) To cover the cost of packing, handling, and transporting 
equipment to be delivered. 

The training programs will supplement and make effective the pro- 
viding of material as that phase of the assistance program develops. 


20. THE ECONOMIC PROBLEM 


The principal problem in the area has been the inability of the gov- 
ernments of the newly emancipated states to achieve the productive 
levels which they confidently expected to attain when World War II 
came to an end. This has caused resentment and disillusionment, 
producing discontent among large masses of the people. When com- 
bined with the new spirit of nationalism now abroad in the Far East 
and with the hostile pressures of communism, most of these countries 

re living under a constant threat of civil disturbance, if not actually 
war. 

(he people exist on such a low level that it is impossible for them 
to _expe riment with new crops or new methods in order to increase 

ricultural production or even to obtain food supply suflicient for 
tl ir own consumption. The inadequacy of diet and the poor living 
eonditions create creat suffer y and disease attended by a short life 


expectancys 








THE MUTUAL SECURITY ACT OF 1951 31 


There is today in the Far East, a great need for technicians and 
administrative officials, and need also for a system of training which 
will produce this kind of personnel, if these countries are to develop 
stable governments and healthy economies. 

A great many other problems also have flowed from World War IT] 
and its subsequent disorders in the area. Great destruction and eco- 
nomic disorganization has to be overcome in almost every land. 
Formosa presents an especially acute problem since the arrival of the 
Nationalist Army and a million or op refugees who fled China proper 
upon the defeat of the Nationalist Government. India has suffere: 
from several natural disasters, while most of the other countries need 
financial assistance if they are to achieve economic stability. The 
joint committee considers the economic and technical assistance 
provided under this title for southeast Asia to be important. In som: 
countries, for example, Formosa, Indochina, and the Philippines, it 
will furnish economic support for defense efforts. In all countries 
it will help provide essential public services in health, sanitation, 
agriculture, fisheries, and torestry; will improve the transportation 
and communication facilities of the region, especially highways, 
railways, ports, and inland waterways; and will help provide sounder 
public administration. In south Asia, the joint committee considers 
the most important assistance required to be of an agricultural exten- 
tion nature, consisting chiefly of technical advice and assistance, 
although there will have to be some supplemental material aid in the 
form of fertilizer, tools, irrigation facilities, and agricultural develop- 
ment projects. The joint committee recommends $178,750,000 for 
these purposes for the whole region in this title. 


21. AID FOR KOREA 


Although fighting is still in progress in Korea, it is hoped that 
hostilities can be brought to an end soon. The United States has the 
same objectives as those of the United Nations, namely, first, to repel 
aggression against the Republic of ase riveted ted establish 
unified and independent Korea by peaceful means after aggression 
has been repelled; and third, to assist the Korean people to recover 
from the destruction caused by the war and to permit them to r 
establish political and economic stability as a democratic ni ition. 

The General Assem 2 on of the United Nations has established the 
United Nations Korean Reconstruction Agency (UNKRA) assigning 
it the responsibility of ‘providing relief and rehabilitation for Korea 
when hostilities come to an end. The United States has agreed, 
subject to congressional authorizations, to participate in this effort 
and to contribute an amount of approximately $162 million for the 
first vear of operation. Section 303 (a) of the bill authorizes not to 
exceed $75,750,000 as the United States contribution for this pers: 
Since there will be a substantial carry-over of unexpended fur al 
ready appropriated for economic assistance to Korea by ECA an 
from the pipeline of United States financed relief, it is believed that the 
authorization herein provided will be sufficient to meet the United 
States share in the United Nations program. 

The bill also provides that up to 50 percent of the total authoriza- 
tion may, when determined by the President to be necessary for the 
purposes of the Mutual Security Program, be used for economic 
programs in other parts of the area. 


| 
l 
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One special problem requires attention in connection with Korea. 
At the outbreak of the war a number of Korean students and professors 
who were studying in the United States were left stranded here and 
have been unable to return to their home because of hostilities. Not 
only have they been cut off from all financial support from their 
homes, but some of them no longer have funds with which to return 
to their homeland even if they were permitted to do so. Section 
302 (b) is designed to amend the China Area Aid Act of 1950 so as to 
permit the extension of the same additional benefits to Korean students 
that Congress has made available to selected Chinese students from 
unused ECA funds. 


EK. Titte [V—AmeErican REPUBLICS 
22. MILITARY ASSISTANCE 


The joint committee need not stress the importance of adequate 
defenses in the Western Hemisphere. Latin America is the major 
source of many strategic materials, including some 20 that are on the 
United States critical list. The area controls the approaches to the 
Panama Canal, the Magellan Strait, and other strategic areas. 
During World War II, the United States was obliged to employ over 
100,000 troops to help guard vital installations and strategic areas 
in Central and South America. The purpose of the program con- 
templated under this title is to help our neighbors to the south to 
build up their defensive strength so that they can more effectively 
contribute to hemispheric defense, and measurably lighten the drain 


m2 OUT Ihanpower. 


r 


Western Hemisphere cooperation for military defense, although not 
an entirely new concept in 1947, was given strong impetus that year 
with the approval of the Rio treaty. This treaty provides that an 
armed attack on one of the signatories will be regarded as an armed 
attack on all and assistance would be lent to the nation under attack. 
At the recent meeting of foreign ministers in Washington, the principle 
was carried a step further with a resolution entitled “Inter-American 
\iilitary Cooperation” urging the American Republics to base their 
defense plans on the principle of collective defense of the hemisphere 


‘father than national security alone. The foreign munisters also 
directed the Inter-American Defense Board to develop plans and 
measures for the common defense of the area, which is now being 


activelv done. 

The American Republics are fully committed to the idea of common 
defense. Their immediate ability to contribute to this effort, however, 
is limited. On the whole, their armies today are neither sufficiently 
well trained, nor effectively equipped to bear a substantial portion of 
the burden of hemispheric defense. Therefore, for the first time, 
military assistance on a grant basis has been proposed for the American 
Republics. The Mutual Defense Assistance Act of 1949, as amended, 
provided for the furnishing of military assistance on a reimbursable 
basis. The financial situation of these countries, nevertheless, is not 
such that they can afford to produce or purchase such materials on 
the necessary scale. Since the United States is the only significant 
producer of military equipment in the Western Hemisphere, the 
President proposed $40,000,000 of military grant-aid for fiscal 1952, 
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which the joint committee endorsed after a 5-percent cut, bringin 
the amount down to $38,150,000. 

The proposed program falls within the terms of a common defense 
scheme being prepared by the Inter-American Defense Board, a 
scheme which specifies the defense responsibilities of the various 
countries. Military assistance will be furnished only in furtherance 
of defense plans which are important to the entire Western Hemi- 
sphere. As with military assistance heretofore given othe r countries 
the bill requires the signing of an agreement prior to the furnishing of 
awny assistance, and this ag 


only to be used for the common defense of the American Republics 
The joint committee wishes to stress the underlying principle of this 
program—namely that assistance will be granted to countries only for 


the performance of specific tasks which otherwise we would have to 


reement must specily that the assistance is 


perform, The joint committee is impressed vith that approach 
23. TECHNICAL ASSISTAN( 

Technical assistance activities in Latin America were initiated early 
during World War I] \ program of scientific and cultural coopera- 
tion was authorized in 19389 by Public Law 355, Seventv-sixth Con- 
orTress. This program was extende “ld under the United States Informa- 
tion and Educational Exchange Act of 1948 (Public Law 402, SOth 
Cong.). A salddiababel maceianat-aaaienl ‘al assistance Was initiated 


under the Coordinator of Inter-American Affairs and has been con- 
tinued by the Institute of Inter-American Affairs (LLAA 
Under the Act for International Development these programs be- 


I , I a 
came a part of point 4. The Administrator of the Technical Co- 
operation Administration was given responsibility “to coordmate and 
direct existing and new technical cooperation programs i Both the 


Publie Law 102, Kighti th Congress, technical assistance program 
and the program of the ILAA wer Sa and expan ded dui 


1951 under the policy direction of the Adm settee ni taseted aie 
Cooperation Administration (TCA). “A total of $11,300,000 was 
expended for technical assistance in Latin America during the year 


The economic problems of | atin America arise out of the fact that 
the majority of its peo] le live in poverty, hunger, and ill health 
Since this situation inevitably lends itself to social unrest and political 
instability it is in the security mterests of the United States to help 
the American Republics improve their economic life. The program 
for 1952 will continue the cooperatlyve projects now under way W h 
some expansion in the agricultural work, particularly in the deve LOp- 
ment of rural extension programs. 

The technical assistance program is helping to create and develop 


the basic services which are prerequisite to economic development 


and to large-scale private investment. Large expenditures required 
for a" actual dey opment of the vast resources of the American 
Republics can be provided through private investments, lo: and 
their own earning power. Nonmilitary aid to these countries, there 


fore, consists entirely of technical assistanc progra 

The funds supplied by the United States for technical assistance 
were matched by the recipient countries on the average more tha 
threefold. The Adminis tration proposed to expand th program to 
$29 000,000 for fiscal year 1952. While the joint com: tlee endorse 
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the principles of the program, it reduced the amount to $15,250,000 
in keeping with the general cut which it recommends. ‘This amount 
will still permit an expansion of last year’s activities in Latin Americi 
The Department of State had projected its estimate for technical 
cooperation funds on the following proposed bilateral program. 


Summary by function of projected l "niled States bilateral programs of technical co- 
operation tn the other American Republ Cs, fiscal year 1952 


Pechni I Praine 
Total cost 
“Tar . to United 
Nu Nu materials Stat 
‘ep ( t te ( 
7 $306, 450 $73, 500 $379, 950 
\ iltur try, and fisher 342 3, 881, 700 179 $68), 290 2 O15, 895 6. 577. 705 
R lk 37 419, 950 363, 254 783, 204 
Edueatior 117 1, 327, 950 80 104, 000 660, 000 2, 201, 950 
4 He t I initat 1) 2 270, 000 100 380, O00 1, 850, 006 4, 500, 000 
. ne lat 12 147. 550 7R 95. OOO | 12, 000 444, 550 
I I 42 476, TOO 55 209, 000 14, 915 700, 615 
M 19 MO, 15 2 98, S00 157, 415 812, 365 
8. W pow ) t 21 238, 350 3) 114, 000 37, 100 389, 450 
, U 1a itl 1 1 
rvices 43 601, 550 132 501, 600 16, 688 1, 119, 838 
otal 901 | 10, 226, 350 677 2, 572, 690 5, 200, 767 17, 999, 717 


In addition to the bilateral programs, the executive branch expected 
to make contributions to multilateral programs as indicated in the 
recapitulation that follows: 


Bilateral technical cooperation . 1$18, 000, 000 
Organization of American States pce 1, 000, 000 
United Nations ai 4 3, 000, 000 
Total technical assistance ss 22 000, 000 

1 $17,999,71 it 


soth the Organization of American States (OAS) and the United 
Nations have modest programs of technical assistance in Latin 
America. The OAS at present is concentrating on strengthening 
various institutions in Latin America by the establishment of training 
ere The United Nations is doing work on proble ms better han- 
dled by world-wide rather than regional organizations, such as, for 
instance, overseas migration. Our Government has been and expects 
to continue supporting both these programs. 

Finally, the future role of the Institute of Inter-American Affairs 
needs to be mentioned in connection with the technical assistance 
program. It will be recalled that last year Congress extended the 
life of the institute for five more years and authorized an appropria- 
tion of $35,000,000 for that period. No separate funds for the insti- 
tute under that authorization are requested by the President this 
year 

The following statement was supplied by the Department of State 
on the position of the institute under the proposed program: 
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STATUS OF THE AUTHORIZATION FOR APPROPRIATIONS CONTAINED 
IN THE INSTITUTE OF INTER-AMERICAN AFFAIRS AcT AS AMENDED 


The Institute of Inter-American Affairs was established as a Gov- 
ernment corporation by the Institute of Inter-American Affairs Act 
which was enacted as Public Law 369 of the Eighiieth Congress, 
approved August 5, 1947. 

This act was amended in 1949 by Public Law 283 of the Ei 


first Congress, section 2 of which reads as follows: 


There are hereby authorized to be appropriated, out of any \ 
Treasurv not otherwise appropriate 1, such sums, not to exceed $35,000,000, as 


may from time to time be necessary to carry on the activities of the Institut 
during tl he period ending June 30, 1955, and the appropriations hereby authorized 
shall be in addition to appropriations pursuant to authorizations granted 


Public Law 369, Eightieth Congress. 


The General Appropriation Act for the fiscal year 1951 was the first 
act that made appropriations to the Institute under the authorization 
contained in Public Law 283. That act appropriated to the Institute 
$5,000 000 (General Appropriation Act, 1951, approved September 6, 
1950, ch. III, title I, under the heading, ‘The Institute of Inter- 
American Affairs,’ page 25 of pamphlet copy of the act), leaving an 
unused balance of authorization of $30,000,000. 


It is the administration’s plan to seek appropriations for the total point 4 





program, including the work of the institute, for the fiscal under the 
authorization for appropriations that is contained in the prope Securi 

Act of 1951. The administration does not intend to ask for a separate appropria- 
tion to be made available cirectly to the institute It follows, therefore. that no 
part of the unused $30,000,000 authorization contained in Publie Law 283 will 
be used this vear. It is likelv that the unused $30,000,000 of authorizatior 
contained in Public Law 283 will never be called upon, and that all future ap- 
propriations for the point 4 program will be sought as single lump-sum appropria- 


tions to effectuate the Act for International Development. 

The Act for International Development authorizes the transfer of parts of the 
appropriation to agencies of the Federal Government who are called upon to 
participate in the administration of the program—see particularly, sections 405, 


$12, and 416 (a). Separate appropriations were sought for the Institute of Inter- 
American Affairs in the fiscal year 1951 because the Act for International Develop- 
ment had not vet become law when the Presict ‘nt’s budget for the fiscal veer 1951 
was submitted to the Congress. For the fiscal year 1952, however, the administra- 
tion has decided, as stated above, to seek a single appropriation for the entire 
point 4 program, including the work of ITAA, so that it becomes unnecessery to 
call upon any part of the unused authorization for appropriations to the institute 


contained in Public Law 283 
F, ADMINISTRATION OF THE PROGRAM 
24. COORDINATION OF THE PROGRAM 


Section 501 clearly fixes responsibility in the Executive Office of the 
President for the over-all coordination of the aid programs provided 
in this bill, and for the settlement of any interagency disputes that 
may arise in connection with this operation. 

Administration of the military aspects of the program is lodged i 
the Secrets ury of De fe nse. Administration of economic assistance 1S 
left with the Economic Cooperation Administration. Technical 
assistance will be handled by the Techn al ( ‘ooperation \dministra- 
tion in the Department of State and the Institute for Inter-American 
Affairs, a Government corporation 
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The joint committee gave careful consideration to the provisions of 
the House bill for a single administering agency, as well as to the 
proposed amendment to the same general effect offered by Senator 
Smith of New Jersey and Senator Saltonstall. 

In accepting the solution finally agreed upon, the joint committee 
was guided largely by the consideration that military programs should 
be administered by the Department of Defense. The joint committee 
believes, furthermore, that, under the Constitution, ultimate responsi- 
bility for effective operation of all aid programs must inevitably 
lie with the President. Accordingly it intends that the President 
shall have the authority and the responsibility for allocating funds 
within the limits of discretion of this seetion. The bill recognizes this 
constitutional principle by placing responsibility for coordination of 
foreign ald activities and for the resolution of conflicts among aid 
| es directly in the Executive Olfice of the President. 


Phe joInt committee is not satisfied with the present coordination 


of our various foreign-aid programs by the International Security 
\ffairs Committee (ISAC), an interagency committee headed by an 
official of the Department of State The Green subcommittee stated 


1 1 : 2 sé j Jl } ay. 
ts report that it had found evidence among field representatives 


of dissatisfaction with the multiheaded command in Washington.’ 


The joint committee believes that manv of the difficulties of the 


it organization lie in the fact that, im cases of imteragency 
conflicts, the parties to the disputes are themselves represented on the 
1 : : ‘ . ‘ ; | : eee ry? e. 7 . ; 
board which is supposed to resolve the disputes his fact reinforces 


the argument that over-all administration should be placed in the 
Kxecutive Office ; ict 


of the President It also led the jomt committee 


Fic 
» take a further step and to provide, in section 501 (a), that 


} } lf ; 
\ { Or ) i V boa wolished To he purpose 
| t (on coordination of act ies and resolution of 
\ e at the same time he is an officer or emplovee of anv ot I 
or age Vy of the Grovernment. 
+] . ‘ e 4] ‘ : | ir ; : : , 
| s © intent Of this provision that no oilicer or representative ol 


th Department of State, the Department of Defense, or the ECA 
shall be the officer or serve on the body in the Executive Office charged 
with coordination of, or responsibility for resolving conflicts among 
thos avencles 

In accordance with the decision that the primary responsibility for 
the program must necessarily be borne yy the President. the joint 
committee did not pass on the question whether the coordination 
should be earricd out by a single official or by a board; neither did the 
joint committee consider the size of any organization that might be 
set up in the Exeeutive Office to handle these matters. Under the 
terms of the bill, the President is free to deal with these problems as 
he desires. 

25. THE SECRETARY OF DEFENSI 


Responsibility for administering the purely military aspects of the 


program is clearly placed in the Defense Department in section 504 
It is essential to the success of the program that these functions be 
administered by the Military Establishment. The provisions of the 
committee’s bill in these respects have been concurred in by the 
Department of Defense, and by the executive branch, generally. 
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26. ECONOMIC COOPERATION ADMINISTRATION 


The joint committee left the administration of economic assistance 
in the Economic Cooperation Administration, but provided for the 
abolition of that agency 1D 1952 and the transfer to other agencies 
of such of its powers and functions as are still necessary Section 505 
(c) directs the President LO submit a reorganizatllon plan to this effect 
by Mherch 30, 1952. Under the terms of the Reorganization Act of 

1949, thi s plan will become effective within 60 davs after submission 
to Congress unless it is disapproved by a cons itutional n ajority of 


either the House or Senat 


While the Economie ¢ ooperation \ of 1948, as amended provides 
that the Economic Cooperation Admini atiol hall be terminated 
on June 30, 1952, the rearmament of the free world and the other 
military aspects of the \.utual Securitv Program can be accomplished 
only if ore can enlarge and maintain its ability to support for 
and othe military detense needs without ertous adamece to its unde! 
lying aun strength Another essential element is the abtlity of 
European nations and the United States to acquire, for their respective 
militar production needs, the strategic and a raw material 
a can be made available from nations in t ‘ Kast, the Middle 
Ka ‘ Africa, ese Latin Ame ica This countr\ ‘will be requlre | to 
continue its efforts to stimulate the production of such raw matertals 
for without them military production will not be possible not only in 
Europe but will be hampered seriously even in our own countr 
With the iceuaids ( ooperation Adn inistratio 1 sche ile i to go oO 
of existe! ce, some orenni ition i Structure may he 77 | to be aly wilabl 
to administer those economic funetions which lireethy support the 
military armament effort by preserving the economic strength 


without which no military build- up is possible. Seetion 505° ( 
therefore, is intended vo perm) it sufficient time for consideration of the 
form of organization through w hich such assistance should be admin- 
istered. It makes possible the 

activitl s to a successor to the Economie Cooperation Administration, 
which will be oriented directly toward supporting military rearmament 


» transfer of such economic-assi tance 


and indigenous production efforts by providing for the transfer of 
these activities to some other agen V, or agencies, of the Government, 
as appropriat 

27. ADMINISTRATION IN EUROPI 


Inasmuch as approximately five-sixths of the military assistance 
authorized by the bill is intended for Western Europe, the material 
which follows will be helpful in understanding the problems involved 
in the administration of the program abroad. It is taken from the 
report oO th e Greet subcommittee on the namMistration of military 
assistance in Europe and its relationship to the North Atlantic Treaty 
Organization, 


1d 
{ 
i 


fo understand the relationship tw the North A Cre oO 
and the United St s program of 1 r 1 ‘ 
one must » back to t Nort At { ly \ f > PI 
partis eparately and jointh) means of t effective ! 
m 11 aid, will Maintain and develo eir indivic 1 collective to 
re t armed tt if { ted > ( I pas t \I 


Atlantic Pact countries should ‘be used to promote an integrated def 
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& and to fa ‘liitate the de elopment of defense Dinns t al 


| dire Lion ali i 











The Nor \tlantie Treaty Organization NATO ee chart I) is the organiza- 
tior provide the ‘‘unified direction and effort’ for the development of ‘‘an inte 
a d e of the North Atlantic.”” It is an international organization and 
a SU officers who serve the O rt of an international contingent 
Olli ervil at the lisenl ‘rs includ Americans, British, 
J It i > } ’ 1 oth reat nations 
} North Atlantic Treaty Organization does not produce any equipment of 
) loes not raise troops, it has no power to compel anv member state to 
arti ar troops o eq ipment available to the international command. 
l i ) irough its Def se Production Board secks to stimulate defense 
} ” the member state Yhrough its Financial and Economie Board it 
seeks to coordinate the financial and economic policies of the member states to 
the end that the economies of member states may be consistent with the integrated 
lefe ( Ih eart of the Organization, charts to the contrary notwith 
4 e ¢ e oOo] le Supreme \] ed Comn ind ! murop ior it is here 
ut pla il lis] il of the Organization are welded into a defense 
ma ; \ ‘ hat I:urope may be defended if subject to aggressior 
It is ) ( ) ue tional prides al { preji i sare subordinated 
to i portant tas of building defensive st tl that inspiration and 
) p led so that members will commit contingents of their arme: 
YI on \ G Kisenhe 
ce i! struc I inder General Eisenhower is pidlyv being ¢o iplete 3 
rh mmander in chief, Allied forees, northern Europe, is Admiral Brind 
United Kk lo vho has subordinate air, naval, and land forees under his 


co 
( 

c 
Is 
sO 





exercises command, 


J iin 


lization and vet 
military assist 





( 5 1 itar 1 stance is LV to particular ¢ mtr | oO 
) I t ext to which t vill commit su assist 
t a f General Eisenhower, except insofar as they have agreed 
( re t of aid to use assistance ‘to promote an integrated defense 
N Atla area * r However, the informal relationship be 
\ uid organization and the Eisenhower headquarters is so clo 
ican militar sistance 1s not likels ’ be fortheoming to particular 
sou s and unt Ul sSuprem Allied Com under is satisfied that the 
com 1 has for in being that are ab to make effeetive use of the 
‘ ID } 
lua oO ! is a tear f Amer n officials) to bring together 
tar ! ) tact tha Hue eT ymmendations 
i i \ Dp ilar « 
tar 1 momie aid to be prograr l,reco endations 
! ‘ ! he ! kuropean Coordinat 
scr ! and evaluatiol n terms of the Over-ali program for the 
i ! 0) Wasl VT 
i 1 t lid me ' time to examine i the adminis 
I ( litarv-aAa j ) LIT It va al eto formulate some general con 
r, as the result of co rsations with individual participants in 
NATO is concerned, the committee was greatly impressed with the 
r’ tl Caf ( i kisenhower ha deve Ope | n the OorganiZAatio! 
e Was fay bly impressed by the cooperation and team- 
s been de loped t yuntry tean made up of United States 
the Department of State, the Department of Defense, and 


t} 


Cooperati \dministration (ECA \t the country level there 
} 


o be a clear division of responsibility a etween the political, economic, 
advisers and an ability » formulate well-balanced programs for 





THE MUTUAL SECURITY ACT OF 1951 39 
28. UNITED STATES REPRESENTATIVES ABROAD 


The bill also leaves it up to the President, in section 502, to ‘‘pre- 
scribe wppropriate procedures to assure coordination among repre- 
sentatives of the United States Government in each country, under 
the leadership of the chief of the United States diplomatic mission.’ 

It is the intent of this section that whatever procedures are pre- 
scribed will recognize that the State-Defense-ECA team, engaged in 
carrying out the Mutual Security Program in the recipient countries, 
is Lo be under the le idership ol the chief of the diplomatic MISSION. 


G. SPECIAL PROBLEMS 
TECHNICAL ASSISTAN( 


In title II and title III the joint committee has made combined 
authorizations to cover economic and technical aid under both the 


ECA and point 4 programs. In so doing the joint committee has been 


governed by six main considerations which it strongly feels should 
govern the administration of the funds provided. These principles 


are as follows: 

(1) In countries In whi hy the Keonon ie Co eration {dn i iS- 
tration is at present operating a mission, such operations Mav con- 
tinue within the limit of funds authorized in the accompanying bill. 

(2) In countries in which the Technical Cooperation Administration 
Is at prese nf operating a mission, suc h « yperations May continue within 


the limit of the funds authorized in the accompanying bill. 
3) Notwithstanding the co! nditions expressed in paragraphs (1) and 


(2). in no ease shall both the Economic Cooperation Administration 
and the Technical Cooperation Administration maintain separate 
missions in the same country. 

(4) The Economic Cooperation Administration may operate tech- 
nical assistance jresee ts in the countries in which they are at present 
oper iting an 11SS1 mn 

5) The Technical Cooperation Administration, in order 
out technical cooperation projects, may commence operations in 
countries in which thev are not now operating 

(6) The Economic Cooperation Administration shall not establish 
1OW Maintain a mission, 


to carry 


a mission in any countrv in which it does not 1 
except in India and Pakistan, unless and until consultation melt | have 
been held between appropriate officials of the Economic Cox 
Administration and the Foreign Relations Committee of the Senate 
and the Foreign Affairs Committee of the House of Representatives. 

It is also the sense of the joint committee that substantial ¢rant- 
aid programs of the type administere ed by ECA in underdeveloped 
areas should be regarde das temporary, as contrasted with the longer 
range technical assistance type of eae The joint committee 
feels that, as soon as the need for such substantial grant-aid programs 
ceases to exist in anv country, the TCA should take over the adminis- 
tration of United States aid of the continuing technical assistance 
type in such country. 

In countries in which ECA missions are operating and where pro- 
grams are projected calling for sizable commodity import programs, 
it should be the policy, in the absence of compelling political consid- 


per t10n 
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erations to the contrary, for the ECA to provide loans rather than 
grant aid in all cases where the financial condition and the borrowing 
capacity of the country to be assisted is such as to justify such 
loan aid. 

In expressing these views the joint committee is fully aware that a 
major problem of the underdeveloped areas is the great lack of capital 
for the development of their resources. These areas will require water 
supplies, power plants, swamp-drainage facilities, and many other 
kinds of capital projects, if thev are to realize their potentialities. 
But they cannot undertake capital projects on their own. The aver- 
age saving of a worker in the underdeveloped areas is only $5 a year. 
Obviously this will not create the needed capital which must be 
sought abroad On the other hand, only a small percentage of the 
national income of the United States is now going into foreign private 
investmen It is hoped that the technical assistance procrams will 
stimulate the desires of these areas for the development ol programs 
financed by international loans and private investment, matched on 
the part of the recipient countries by a willingness to undertake the 


necessary acthons 


) I 

‘| t er » considered carefully the question as to whether 
twa \ ible to stinulat nthe | lation that a riven proportion 
of the economic aid made available by this bill should be in the form 
Of loal It was called to the attention of the committee, that in 

view of the external financial position of the countries concerned, any 

loan co vets which might be exacted from these countries with few 
CNX Ons ould give httle prospect ot repavinent and would, inh 
addition, tend to east doubt on the s« mdness of presently outstanding 
for ’ loans adn r tered by) the “xport Import Bank and the 
IBRD In addition it should be taken into account that assistance 
i the form of loans does not generate counterpart funds. The com- 


miittes vishes to emphasize its View that. where sound ioans can be 
made and whe re there are Tho speci "OVE rriding political or economic 


considerations indicating that it would not be in the interest of the 


Un i Stat to ado assistance should be given in the form ot loans ° 


H. CuHaNGEs IN Existine Law 


In complianee with subsection 4 of rule XXIX of the Standing 
| Senate, changes ta existing law made by the bill, as re- 
Ye] re shown as follows (existing law proposed to be omitted is 
¢ iclosed Li} blaek brack ts, new maccer is printed 1) ttalies. existing 
law In} vhi h no changes are DrOPOs is show ih i 1 roma): 

China Area Aid Act of 1950 (title Il of the Foreign Economic 


Assisianee Act of 1950, Publie Law 535, Slst Cong 


NATURE OF ASSISTANCE 
S 202. |! i v unobligated or hereafter released from obligation, appro- 
priat 1b ( I 12 of he Act el 11 ed \ \ to amend he Eeonomie Coopera- 
tion act of 1948’, approved April 19, 1949 (Publie Law 47, Eightv-first Conegre 
ure ide available for furtherance of the general objectives of the China 
Aid A of 1048 through ine 30. 1951. and for earrvit out the purposes of that 


Act throu momic assista in any place in China and in the general area of 
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China which the President deems to be not under Communist control, in such 
manner and on such terms and conditions as the President may determine, and 
references in the said Act to China shall, insofar as applicable, apply also to any 
other such place: Provided, That, so long as the President deems it practicable, 
not less than $40,000.000 of such funds shall be availablk only for such assistance In 
areas in China (including Formosa): Provided further, That not more than 
$8,000,000 of such funds (excluding the $40.000.000 mentioned in the foregoi! 

proviso) shall be available for relief on humanitarian grounds through the Ameri- 
can Red Cross, or other voluntary relief agencies in any place in China suffering 
from the effects of natural calamity. under such safeguards as the President shall 
direct to assure nondiscriminatory distribution according to need and appropriate 
publicity as to source and scope of the assistance being furnished by the lL nited 
States: Provided further. That not more than $6.000.000 of such func I 


the amounts mentioned in the foregoing provisos hall be available for allocation 
to the Secretary of State, to remain available until expended, under such regula- 
tions as the Secretary of State may prescribe, using private agencies to 
mum extent practicable, for necessary expenses of tuition, s\ 
tion, and emergeney medi 


study or teaching 





‘al care for selected citizens of China and « 





in accredited colleges, universities. or other educational institu- 
tions in the United States approved bv the Secretary of State for the purposes, or 


for research and related academic and technical activities in the United States 


and the Attornev General is hereby authorized and directed o promulga e regula- 
tions providing that I selected citizens of China and of Korea who have been 
admitted for the purpose ot idly nthe Uy ted State shall be srranted } rr ss10n 


to accept employment upon application filed with the Commissioner of Immigra- 


) 
tion and Naturalizatio 


Kconomic CooprrRATION Act oF 1948, A AMENDED (Pusiic Law 472 
SOrnu ( 
BILA | D MULTILATERAT I IN‘ 

Sec. 115. (a 

) i} rr 1! ( 
pled ot the ! ric f 
wont T oO I I ! ( il 
hodied ' , ed , ( 
it Par ~ mber 22 7 oO 
part pat L 
latera ! { ( ’ 
puUurpost ! I { ) 
{ , rie ‘ ' T 
the | Sts : } ; ; ; 
under \ 
i the 1 ( t ) LD r Y 
Visio AVY or 

6) plac rin asp il a lep I! r f ( I 
commensurate amounts and under such terms and conditions as may be agreed 
to between such country ind the Government of the United States. when an 
commodity or service is made available through any means authorized undet 
this title , al d is furnishe d to the parti ipatir ¢ country on a grant basis: Pro li l. 


That the obligation to make such deposits may be waived, in the discretion of 
the Administrator, with respect to technical information or assistance f irnis! 1 
under section 111 (a) (3) of this title and with respect to ocean transportation 
furnished on United States flag vessels under section 111 of this title in an amount 
not exceeding the amount, as determined by the Administrator, by which the 





charges for such transportation exceed the cost of such transportati at world 


market rates: Provided further, That such special account, together with the 





unencumbered portions of any deposits which may have been made by 
country pursuant to section 6 of the joint resolution providing for relief as 

to the people of countries ce astated by war Publie Law 84, ROth (ong al | 
section 5 (b) of the Foreign Aid Act of 1947 (Public Law 389, 80th Cong sha 
be used in furtherance of any central institution or other organization formed 
by two or more participatir ¢ countries to further the purposes set forth iu lt 
section (d) of section 111 or etherwi hall be held or used for purp yf er ik 
monetary and financial stabi yn, for the stimulatio f product i 
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and the exploration for and development of new sources of wealth, for the encourage- 


ment of emigration pursuant to subsection (e) of this section, or for such other 


expenditures as may be consistent with the declaration of poliey contained in 
2 and the purposes of this title, including loeal curreneyv administrative 
and operating expenditures of the United States [within such country] ineident 
to operations under this title: Provided further, That the use of such special account 
shall be subject to agreement between such country and the Administrator, who 
iis connection after consultation with the National Advisory Council 
on International Monetary and Financial Problems and the Publie Advisory 
Board provided for in seetion 107 (a): And provided further, That anv uneneum- 
bered balance remaining in sueh account [on June 30, 19529 upon termination of 
assistance to such country under this Act, shall be disposed of within such country 
for such purposes as Mav, subject to approval bv Act or joint resolution by the 
Congress, be agreed to between such country and the Government of the United 





metat f The Administrator shall exe rcuse the powel grant l to him by this paragraph 
to ma ! eements with respect to the use of the funds dle posited in the § pet al accounts 
of the yur es rece ing assistance inde the Viutua Defens Assistance lel of 194 Z 
as amend n such a mann that the equivalent of not less than 8500.000,000 oj 
8 } ls shall be sed exclusively for mil tary production, construction, equipment, 
a? mate f ns Ah countries The amount to be devoted fram each such spe il 
account for such use shall be agreed upon by the Administrator and the country o 
‘a fif¢ 
* « * k * * 
Mutual Drrense ASSISTAN Act or 1949, as AMENDED (PuBLIC Law 329, 
S] r Con 
SI tO 4 

1) The President mav, from time to time, in the interest of achieving 
standardization of military equipment and in ord to provide procurement 
ass ince without cost to the United States, transfer, or enter into contracts for 
the procurement for transfer of, equipment, materials or services to: (A) nations 
eligible for assistance under title I, II, or LII of this Act, (B) a nation which has 
joined with the United States in a collective defense and regional arrangement, or 
( ther nation not eligible to join a collective defense and regional arrange 
ment referred to in clause (B) above, but whose ability to defend itself or to partici- 
pat e defense of the area of which it is a part, is important to the security of 
t! { States: Provided, That, prior to the transfer of any equipment, mate- 
rials, services to a nation under this clause (C), it shall provide the United 
Stat th assurance that such equipment, materials, or services are required for 
and \ ‘ ed solely to maintain its internal security, its legitimate self-defense, 
or to permit to participate in the defense of the area of which it is a part or in 
te Vatio 0 { security arrangements and measures, and that it will not 
undertake a act of aggression against any other state: Provided further, That, 
in ise Of anv such transfer, the President shall forthwith notify the Com 
mitt For Relations of the Senate, the Committees on Armed Services of 
the S e House of Representatives, and the Committee on Foreign 
Af f Representative 

\\ ever equipment or material is transferred from the stocks of, or 
Sel es are rendered by, any agency, to any nation as provided in paragraph (1 
above natior all first make available the fair value, as determined by the 
President : equipment, materials, or services. The fair value shall not be 
| for rl categories of equipment or materials than the “‘value” as 


defined in subsection (c) of section 403: Provided, That with respect to excess 
( t ‘fair value may not be determined to be less than the 
h 1 of that subsection plus (a) 10 per centum of the 
original gross cost of such equipment or materials; (b) the scrap value; or (c) the 
aie, hichever is the greater. Before a contract is 
entered into, such nation shall (A) provide the United States with a dependable 
i | amount of such contract which will assure the United 
States against any loss on the contract, and (B) shall make funds available in 





) 





such amounts and at ich times as may be necessary to meet the payments 
required by the contract in advance of the time such payments are due, in addi- 
tion to the estimated amount of any damages and costs that may accrue from 


the cancellation of such contract: Provided, That the total amount of outstanding 
contracts under this subsection, less the amounts which have been paid the 
United States by such nations, shall at no time exceed [$100,000,000] $500,000,000 
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DEC. 105. (a 
l) Not to exca 1 $4 10,000,000 wor f ‘ 

be furnished Inder this Act or 4V hereafter bh ! [ inder t} {ct of M 
22, 1947, as ame ded: [P le hat dur the f ir ending June 30, 195} 
&n additional 5250,000,000 wort) ( ( pment | 

» Tur S { 17 Pro dead 4 / j 

y / S25D0) OO ft) , / j , \ ti / 
For Che purpose Of t! ( ew t [a ( ( ‘ it¢ 
mea elt rthea 1a I ) [ S l ( 
Or materials or the a timate r ) eT ed S 
eqtupment or materials ohtaj, dt ( 
Uicular equipment or materials by th, average ) [ ut i [ 
equipme Or naterja}is [ 


SEC. 404, (ag rw 2 


D) Within the limits of annr, riations mad 





i 1 1 ( pur ’ 
of this title, the President IS authorized to make eo, tributions to t} { f 
Nations for techni al Cooperation pro rams carried on b and its ited o 
zations which contribut » Accomp if I 1» f is t a t 
tively as would participatior comparable progra n a bilateral bac ‘T 
President IS further authorize 1 to NAaAKE ¢O CTID ions for ft ‘chr van Oy ra 
programs carric Lon by the Oy 4nization of American States, its relat ! organiza- 
tions, and by other internatio tl Organizatio p / That for t) isca i 
ending J une 30, 1952. such coy } , nf } vilahl 
of sections 101 (n) (2 » 203, 302, and 402 Of the At... Security Act of 10 } 
exceed in the aggreqate ST S0 WH) OOO '? ) , not > 
limited to the area covers lby the s fray i { ‘4 } j h the frin 
[Sec. 414 No citizen or resid it Of the United States wh, er 
the employ of the Gove ronment m } | r o : lito aA 
(; Vernment Inder f \y } 
Federal Bureau of Investigation and oe iat has heen made to the < 
ot Stet f>,., | . 
me ling the | ‘Dor Ls ( | i i 
may be empl i 1 ier th \ 
months from the , ute | ( ) 
of any Officer appoi ed | Pre 1 th tnd wid 
the Senate. J 
SE ¢ 14 \ f } [ S 
¢ ) of t} f, é , 
nd this A 0 f yeh 
Inpest the lhy ; f \ eC ) j 
of State P te } ¢ ( N ( 
¢ nee of d ryally o ; } 
be ed to the Fed } of 1t10? ) 
vided f the ‘ That no nad f ma { mplo oO ) tf é 
Go Cerny nel ti {et f C SN ( 
check of the files of 4) Federal Buy tf I) an ort th een 
made to the Seer, of Sta je f) That on ; 
Of the C7 Ne ( , ? 
( 7 nd ap f i M 
l'nited States not ) J f f ) ) P 
The any preser em plows »? tf (10 ) , } po fo ) é 
by the C il Se € Com) On ) a f f d 8 
Act for th, pe od of thre pay fram the d Phe : ; Thee « bien Bas er 
apply un the tase of a» on, appointed } the PP lent } and f } } 


and consent of the N-¢ rate 


l. SECTION-Ry SE TION AN ALYSIS AND C'OMM] NT 


When the administration submitted its program to the Convresc 
its draft bill was accompanied by an analysis of the intent Of the 
Sections, as drafted In those cases in which the language expressed 
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the intent of the joint committee and when the joint committee did 
not make any changes in the sections of the bill originally recom- 
mended, it has drawn upon the comments supplied by the executive 
branch. 


Section 2. General purpose 

This section declares it to be the purpose of the act ‘‘to maintain 
the security and to promote the foreign policy of the United States 
by authorizing military, economic, and technical assistance to friendly 


nations,” thereby strengthening the individual and collective defenses 
of the free world. 
Section 101 (a). Military and economic assistance 

This subsection authorizes the appropriation of funds to the 
President for the fiscal year 1952 in order to support the freedom of 


Kurope, maintain economic stability in Europe, and encourage the 
economic unification and political federation of Europe. 


(1) For military assistance. Not to exceed $5,043 000,000 is author- 
ized to be appropriated for military assistance for use under the terms 
of the Mutual Defense Assistance Act of 1949, as amended.  Assist- 


ance is to be for countries party to the North Atlaatic Treaty and 
for any other country of Europe which the President determines is 
unportant to the defense of the area, except that not more than 10 
percent of the sum appropriated under this authority may be used 
for such other countries, and except that military assistance for 
Greece and Turkey are covered tm tile I. 

This paragraph authorizes ihe use of not to exceed $100,000,000 
of the sum authorized to form selected escapees from iron curtain 
countries rato elements of military forces supporting the Norih At- 


lantic Treaty Organization. In adopting this provision the jokat 
commitiee desires to make it clear that persons who might be formed 
mto such units would do so only of their own free will and that this 
language is not reat ig to prescribe any particular way im which such 
units might be formed, her as national or as mternational units. 


This paragraph also carries over unexpe nded ba lan ces of previous 
appropriations available under the Mutual Det ense Assistance Act. 

2) For economie assistance.—This paragraph authorizes the appro- 
priation of $1,1380,500,000 for economic assistance to European coun- 
tries under the terms of the Economic Cooperation Act of 1948. These 
countries include Greece and Turkey, which are covered for military 
assistance in title IT, as well as Western Germany and Trieste. 

Assistance in furtherance of additional military production in 
Kurope will be provided under this subsection. Section 104 of the 
Mutual Defense Assistance Act imposes limitations on the use of 
MDAA funds by forbidding their use (@) to construct or aid in the 
construction of foreign factories or to provide equipment (other than 
production equipment) for them; (5) to defray the cost of maintaining 
such factories; (¢) to compensate any country or person for diminution 
in export trade resulting from the carrying out of any program of 
increased military production or to make any payment to the owner 
of any factory as an inducement to undertake or increase the produc- 
tion of military goods; (7) to pay any person for personal services 
rendered in any suc - factory other than personal services of a technical 
nature provided by United States employees in order to establish or 
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maintain production to effectuate the purposes of the aet and in 
conformity with desired standards and specifications 


No similar set ol prohibitions appears ln the Economic ( ooperation 
Act. Since the purposes of the latter act have been changed by the 


1 1] 


inclusion of the defense purposes of the V act, ll Wilt De possible i 


‘ 
funds made available under provisions of the ECA Act to be expende 


| ! 
P 4 1 | ‘ 4 ‘ 4 4 4 
fol the obj cts wh h section 104 prohi tS Wl h Presper LO \1 1) LA 
p ] 
fund 
"I araorankh al oY > 1 eNO? alar { , 
We paragraph viso carries over wunexpe n ees ol approl 
~ ! 4 i ! } ’ 
Lions neretotore mad unde! the Kcononit Co raciol Ac 
Vagration of surpi nan powe? Not to exeeced $10.000 000 of 
funds available under this parsgranph ma I ( to i\ erect 
Tite purpe Cs oO si 1 | ( { thre he 7 L OO} L¢ 
tS. as amen | ec ( 3 ley 
| Ad \ i { 
cou ri lI | i ! 0) i 
toy d i | i i i 
tne participa ) 
of this \ } i } 
patil CO I i rp re : 
underdeveloped and i i e! i f 
utilized 
> ad ’ 1 1 | ] 1 
i nr D1] 2S passed 1)\ thi lo ( provided that not to ey 
$30,000. 000 mav be ised for this purp The jiomt comm 
understands, however, that S10, O00 will be suthetent 
purpose and amehacs the Dill aces i! \ Present plans cont 1) 
an expnenditu Ol 9 | if SOMO LeLemele. for t | tani Drovl i ( wl 
3 ai 
approximately S!UQUU CUO Will De D ' Tp\ Out V of em 
ii . i 
$10.000.000 by the country of immivration. a $70.000.000 by th 
United State In furtherance of th purp ; the ; \ quot 
‘ r } " ; : 
SEC LLOD O! the Econo: (Cooperation Act 
poe . ; - 
he joint committee heard testimony » the effeet 
for th purpose were mcluded im the economic-aid estimate submitted 
by i} eX l \ | il i is to by 0 ih ik SLU UU O00 
! } 
United Ss CS CO! itionius not mandatory b | i) Vi 
1 1 
I nds AULNOTIZe! unde Ser yn \ a 2 he ld ay l Zé 
cooperation with the eountries ol Europe and other count ra 
I 
immigration directly coneerned with the movement of migrant 
; : ee ' ‘aoe 7 ' : ; 
During its hearings the joint committee learned that, with the sched 


° | ] » : I 
uled expiration of the International Refugee Organization on or before 


> ~ } 4 } 
December ke 19 yt. tinmedtate aetion must ay taken to Keep Its 1 


of ships in operation, possibly through an interim organization so 
that these facilities will be kept intact until more definite arrange- 
ments for the administration of a migration program can be made 
In the light of the consideration now being given to this problem by 
various international organizations, the nature of the arrangements 
to be made for the effective operation of such a program to follow 
any necessary interim period is left open at this time. 

The joint committee believes, however, that any such arrangements 
should preclude duplication of effort between international organiza 
tions, and be so developed as to provide that the establishment 
direction, and operation of the program are placed under the control 
of countries which are directly concerned and contributing to the 
financial support of the program and which participate in the fre 


international exchange of emigrants and immiecrants 


r 
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Section 101 (6). Transfe rability between economic and military authori- 
ations 

This subsection authorizes the transfer by the President from the 
economic appropriations to the military appropriations, or vice versa, 
of not to exceed 5 percent of the total amounts appropriated pursuant 
to section 101. The purpose of this transferability provision is to 
provide limited flexibility to meet situations which cannot now be 
foreseen. It may be, for example, that under certain circumstances 
the maximum benefit to national defense of a given dollar made avail- 
able to the Defense Departmen could be better realized if expended 
for support of the defense efforts of one of the NATO countries. — If 
uny transfer is made, the interested committees of the Congress are 


to be notified “forthwith.” 
Section 201 Vilitary assistance to Greece, Turk Y; and Iran 


This section authorizes additional funds for military aid to Greece 


and Turkey under the origimal Greek-Turkish Aid Act. (Economic 
aid for these countries is contained in title T. It also authorizes 
military assistance to Tran under the Mutual Defense Assistance Act 


The total so authorized is $396.250,000 With respect to all three 
countries, the formula is the same as that followed under title IT of 
the Mutual Defense Assistance Act. 
Thi lie ene the availabilit , an ' | balances 
ifs section also continues the availability ol unexpended lances 


from previous appropriations. 


Neri 7? AP Z Viilita / aid to near easte ry countrie x othe , tha) (rreece, 
/ / l- /, an / Trai 

This section authorizes military assistance to countries of the Near 

Kast, other than Greece, Turkey, and Iran, whenever the President 

determines that such action is essential to carry out the purposes of 

4 ' : rt. bc . 9 . : 4 . 1 ’ 

Lhe Dill Phe pression Near East area’’ is used in order to Ineiude 


“ft 
te 


in countries in Africa which are commonly thought of as part of 
the Near East. The amount of aid authorized is limited to 10 


percent of the amount made available for military assistance to 
Greece, Turkey, and Iran for the fiscal vear ending June 30, 1952, 
including any amounts that may be transferred into section 202 from 
other titles of the act. All assistance under authority of section 202 
will be made available under the provisions of the Mutual Defense 
\ssistance Act, and agreements would be required in accordance with 
the provisions of section 402 of that act, before any aid is made 
vailable 


Section 20 g Tech n ieal and economic aid for 4 tfrieca and the Ne ar Kast 
This section authorizes economic and technical assistance in the 
amount of $122,500,000 for the mdependent countries of Africa and 


the Near East. Assistance of this kind to Turkey and Greece and the 
dependent territories of the European countries is covered by section 
101 (a) (2 Assistance furnished under authority of this section will 


he rendered under th , applicable proy Isions of the Neconomic ' ‘oopera- 
tion Act and of the Act for International Development. 


Section 204. Arah refuqees 


The utilization of $40,000,000 out of the economie and technical 
assistance funds is authorized under section 203 to carry out the 
purposes of the United Nations Palestine Refugee Aid Act, through 
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~ 


contributions to the United Nations Relief and Works Agency for 
Palestine Refugees in the Near East in accordance with the provisions 
of that act. Should the President determine that these funds could 
be more effectively used for the same purpose in some other ways, he 
may allocate them to any agency of the United States Government for 
expenditure in aid of the Arab refugees, and funds so allocated will be 
considered as a contribution to the United Nations program. 


Section 205. Israel re fudge S 

This section allows the President to use not to exeeed $40.000.000 
of the economic and technical assistanee funds authorized under 
section 203 for specific refugee relief and resettlement projects in Israel 


under such terms and conditions as he may prese 4 





Nec hon St. VJ)! ld? / (LNS / ‘s rm th roy ’ ] ; 1, (Fj j 

This section authorizes an appropriat on oi not » exceed $535,250.- 
000 to the President for the fiscal vear ending Jun 0. 1952. to carry 
out the Provisions Ol ction 303 (a) of the Mutual Defense As 
Let 

The latter section authorized an appropriat to the President to 
be used to accomplish the policies ahd purpo of the Mutual Defens 
Ass} tance Act in tl , ral area of Chu hes fur i \ 1th 
addition to funds otherwise provided as : emergency fund to the 
President. ‘This authority, as was explained t report of 
senate Armed Services hia Foreign Rel: ult s ( ommiutt }) LS 
the expenditure of func eneraily, withou | rs hy ) 
to the furnish ne OF Military assistance 

‘| itle LI] ol the \] ll Def ise Assists ( \ not oni ) S 
authorization for assistan: in the ‘Svene ot Chins it Iso 
authorizes aid to th Republi | ithe Kk ( I 
Kor aia separats L101 V propo u 
makes it clear that her ( iS 
countries in the gene al ay 

Section 303 (a) of the ay Let 
2 provision unde! wh hy ac | of the QMOoUNns 
expended for use in the h 
interests of the United Stat sture of yexD 
tures shall be leemed t | 1 ) 
In section 301 of this bill Cine Pre ae! 
continued with respect te OOO i 
newly appropriated pursu: 

‘his section also authorizes the unexpended balance of the previous 
appropriations for carrying out the provisions of section 303 of the 


Mutual Defense Assistance Act to be continued available through 


June 30. 1952 


Assistance in the General Area of Chi 
This subsection authorizes an appropriation of not to exceed 
$178,750,000 for economic and technical assistance in the general 
area of ( hina, covering the same areas as section 51 KCe DL Lol 
Korea, which is covered by section 303. All assistance provided under 
this section will be rendered under the applica le provisions ol the 
Economic Cooperation Act and of the Act for International Develop- 


; 


ment. The residual funds made available for carrying out the China 
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Area Aid Act of 1950 are continued available for the purposes of this 
section 302. The effect of this carry-over is to continue the avail- 
ability of funds originally appropriated for the China Aid Act of 1948 
and funds transferred out of regular ECA appropriations for use in 
this area pursuant to chapter LX of the Second Supplemental Appro- 
priations Act, 1951, Public Law 911, Eighty-first Congress. 

Section 302 (b). Aid to Korean students 

This subsection amends the China Area Aid Act of 1950 so as to 
extend to Korean students now stranded in the United States the same 
educational benefits which the Congress authorized 2 years ago to 
be made available out of unused Economic Cooperation Act funds to 
selected Chinese students (and in a few cases to professors) who were 
stranded in this country 

Nhe need for such action is apparent. It should be pointed out, 
however, that the intention is to assist only those Korean students 
now in the United States who are well qualified, and who should be 
encouraged to compl ve herr course of stu ly and return to Korea to 
assist in the rehabilitation of that cOURLTS In view of the fact that 
it is possible for Korean students to return to Korea without falling 
into the hands of an unfriendly power, that the Government of the 
K ‘public of Korea 1s most desirous that - citizens return to Korea 
at the end of the period for which thev came to the United States 
and that use can be made of returning Souda to assist in the reha- 
bilitation of Korea, it is not the intention of this proposal to provide 
financial relief to all Korean students enrolled in accredited colleges 
and universities in the United States and who are in inasoial need, 
Rather, it is to provide assist: ince to those well-qualified persons who 
should be encouraged to comp! lete their courses of study and who ean 
make a greater contribution to the re ni ibilitation of Korea as a resul 
of having completed their next immediate educational objective 
Section 3803 Aid for Korea 

2) This subsection authorizes an appropriation for a United 
Siates contribution to the UN Korean Reconstruction Agence 
(UNKRA), which was established by the resolution of the General 
Assembly of December 1, 1950, to assist in Korean recove ry and recon- 
struction. The United States has committed itself, ject to con- 
vressional authorization, to contribute $162,500,000.. “this section 
provides for $75,759,000 of new funds. In addition a substantial 
unobligated balance from previous appropriations for Korean aid 
will provide additional funds for this contribution. 

The subsection also provides that up to 50 percent of the total 
authorization may, when determined by the President to be necessary 
for the purposes of the Mutual Security Program, be used for economic 
programs in other parts of the area. 

The authorization for aid to Korea is substantially less than that 
devastated country will eventually need—and is not to be considered 
as a final assessment of those needs or the United States intent to 
contribute. But in the present state of war UNKRA will only operate 
to a limited extent as military conditions permit, and a partial con- 
tribution is all that needs be made at this time. 

(b) This subsection specifies that the times of the contributions 

UNKRA are to be determined by the President, taking into con- 
sideration the military situation in Korea. The arrangements for the 
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assumption of responsibility by UNKRA will He made be tween that 
agency and the UN Unified Command in Korea. During the period 
of active hostilities, reef and civilian supply operations in Korea 
have been the responsibility of the Unified Command, established by 
the United States pursuant to the UN Security Council resolution of 
July 7 1950 These operations are being financed by the United 
States Department of Defense appropriations and by contributions 
from other members of the UN and nongovernmental organizations 

UNKRA will assume full responsibility for relief and rehabilitation 


operations only when the military situation permits relinquishment 
of this responsibility by the Unified Command. In the interim 


period arrangements are being made whereby UNK RA will cooperat: 
with the Unified Command and engage in such limited activities as 
the command may agree are feasible. 

The President will exercise his authority to make contributions to 
UNKRA consistently with the agreements between the UN Agent 
General, the United Nations Commission for the Unification and 
Rehabilitation of Korea, and the Unified Command governing the 
commencement of operations by UNKRA. The contributions will 
be phased in time and amount to support the functions which the 
military situation permits UNKRA to undertake, as set forth in such 
agreements. Contributions of major amounts will be made only 
when agreement has been reached for UN KRA to assume full responsi- 
bilitv for rehef and rehabilitation operations 

¢) This subsection authorizes United States emplovees to be made 


available for work with UNKR., and also 2 OFriZes United Sa 
rovernmental agencies to accept funds, made iilable und his 
section, to help in the reconstruction operations 

«| This subsectio 1s req lired because th Ke oLomic Coop Tat 
Act, which has been made appli bl] to ald to Korea, provides 
balances of local curreney counterpart funds remaining when the 
ECA operations terminate shall be disposed of 1a ordan \ 
congressional direction (see. 115 (b) (6) of the Economie Coo; 
Act This subsection Is intended Lo provid 31] hy COngTeSssLO 
direction and authorizes release of these counterpart funds for pu 


a . ay —_ = . . 
poses consistent with the UN assistance programs, lh aecoraa 
. } + y . | ‘ . , F , 
with agreements between the United States and Korea. 


e) This subsection is required because certain funetions which 
were given to the Economic Cooperation Administrator under thi 
Kar Eastern Economic Assistance Act of 1950 will no longer 
performed by him. ‘This subsection authorizes the President to 
relieve him of such duties, and to give them to any other appropriate 
ageneyv of the Government. 

Section 401. Military assistance for American Republhes 

For furnishing of military assistance to the American Republics, 
there are authorized $38,150,000 under the following provisions: 
Assistance a\ only be furnished in accordance with defense plans 
which, the President finds, require the recipient country to partici- 
pate In missions important to the defense of the Western Hemi- 
sphere; bilateral agreements, assuring that the aid given will promote 
the defense of the Western Hemisphere, must be signed as required 
bv section 402 of the Mutual Defense Assistanee Act of 1949; and 
military assistance can be furnished only in aecordance with this 
bilateral agreement. 
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Section 402. Technical assistance for American Republics 

This section authorizes $15,250,000 to be appropriated for technical 
assistance under the provisions of the Act for International Develop- 
ment and the Institute of Inter-American Affairs Act, as amended. 
Section 501. Coordination of activities in United States 

Subsection (a) places responsibility in the Executive Office of the 
President for ihe coordination of the activities of, and the resolution 
of conflicts among, the various departments and agencies of the Govern- 
ment exereistag functions wader the act. The subsection makes it 
clear that no officer or represe iiative of the Deparime it of State, the 
DD parime nt of Defe se, OF ECA shal] be the officer or serve on the 
body im the Executive Office charged wil h performing these functions 
Subsection (b) anihorizes the President to use, for the purposes of 
subsection a), the po 1uons authorized by section 406 (e) of the 
Mutual Defense Assistance Act of 1949, as amended. This seetion 
provid for the employment of one person at a salary of $16,000 a 


vear and three persons at $15,000 a vear each, subject to Senate 


Section 502. Cor rdination of activities abroad 

This section directs the President to prescribe procedures for the 
coordination of the activities of representatives of the United States in 
oreign countries. It makes it clear that the State-Defense-ECA team 
e sr Het for carrying out the foreign aid program is to oper: ite under 
The leadership of the chief of the diplomatic mission in each country 
Section O03 keli gq bility fe / assista) Ce 

This section is intended to insure that any type of assistance given 
pursuant to authority proposed by the bill shall contribute to the 
security of the United States and shall be based on the principle of 
mutuality of effort. 
Ne tion 5O 3 (a For militar Y PUrpose 8 
This subsection requires that no military, economic, or technical 
assistance which is intended to further military effort shall be granted 
unless there is a finding by the President that the supplying of such 
assistance will strengthen the security of the United States, and unless 
the recipient country agrees or has previously agreed to commitments 
along the lines set out in this subsection. These conditions are not 
required in the case of aid which is being furnished on a reimbursable 
basis under the provisions of section 408 (e) of the Mutual Defense 
Assistance Act of 1949, as amended. Generally speaking, this sub- 
section extends to any assistance furnished pursuant to authority 
intended to be conferred by this bill the same conditions as have 
heretofore been required as to assistance under the Mutual Defense 
Assistance Act. 


Section 503 (b). EKeonomie and technical assistance 


This subsection requires that no economic or technical assistance 
may be supplied to any nation unless the supplyi ing of such assistance 
will actually strengthen the security of the United States and promote 
world peace. This subsection requires that the recipient country 
has agreed to join in promoting international understanding and 
good will and maintaining world peace, and to take such action as 
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may be mutually agreed upon to eliminate causes of tmternational 
tension. The arrangements contemplated under this subsection do 
not, however, require specific obligations to increase military efforts 
as is the case under the preceding subsection. 


Ne chit n DO .. Re sponsibilitie \ ot Secre fay / of Di le) 


This section makes it clear that in administering military assistance 
and technical assistance related to military items, t 
Defense shall have primary responsibility and authority in six fields, 
which are named as follows: (a) The determination of military end- 
item requirements; (6) the procurement of military equipment in a 


manner which permits its integration with service programs 


] 
i 
he Secretary of 


establishment of priorities in procurement and deliveries; the alloca 
tion of military equipment and the apportionment of funds betwee 
the services and countries within each area specified in the a 

the supervision of end-item use by the recipient countri e) tl 
supervision of the training of foreign military personnel; and (f) the 


movement and delivery of military end items 


Section 505. Termination of assistant 

This section provides for the termination o al Lhe lo 
assistance by providing methods by \ hich t} wmuthoritv conierred Dy\ 
the constituent acts shall be terminated. The t rmination 
June ov). 1954, unless sooner fixed by concurrent re soluti mh OF Ube 


Congress 
Section DOS ad Assistance uwndey7 the \/ il ral DD | ¢ N¢ As istane Aet 
rm 1 . j } 1} ! 
This subsection provides that no authority conterred Dy the \iutua 
Defense Assistance Act may be exercised after June 30, 1954, exce] 
to complete shipment and delivery of previously authorized equip- 


} } ; } ‘ } 


ment and materials and related services, and to wind up operations 


under the act, Che period of availability for obligation of any tunds 
previously authorized for assistance under the Mutual Defens 
Assistance Act are continued available for oblic ation for 12 months 
after the termination date to assist in winding up operations 

Section b05 (6). Liqu dation of Afutual Defense Assistar A 


~~ 1 


This subsection authorizes the President, during the 12 months 
following June 30, 1954, to transfer for the purposes of liquidation, 
the powers, duties, and authorities conferred by the Mutual Defens« 
Assistance Act to such other establishments of the Government 
he shall specify 


Section 5OS (C). Functions of the i "A 


This subsection provides for the liquidation of the Economie 
Cooperation Administration. It directs the President to submit to 


Congress, on or before March 30, 1952. a reoreanization plan under 


the Reorganization Act of 1949 abolishing the ECA and transferring 
such of its powers and functions as are necessary to carry out this 
‘ 


act to such other age icy, or agencies, as he deems appropriate. As 
noted in the comment in the section of this report on administration 
this provision is Intended to make possible the transfer of economic 
assistance activities to a suecessor to the Econom Cooperation 
Administration. The transferred powers shall continue until July 1, 
1954, unless terminated earlier by concurrent resolution of Congress. 


At that time, the operations under that act shall be brought to an 
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end by the agencies to which they were transferred in accordance 
with section 122 of the Economic Cooperation Act of 1948, as amended. 
(This section of the ECA Act provides for liquidation over a 12-month 
period in a manner similar to that provided in sections 505 (a) and 


hy “nbpbove., 


Section DUG, T' rmination of assistance by the Pre side nt 

In addition to the provisions of the preceding section which look 
toward the termimation of the constituent programs, authority is 
provided in this section whereby the President may terminate assist- 
ance furnished pursuant to authority conferred by the Mutual Security 
Act of 1951. The provisions of this section are identical to those 
provisions already contained in section 405 of the Mutual Defense 
\ssistance Act of 1949, as amended. 
Section 507. Effective date 

This section provides that all provisions of the act, excepting 
Section 503, shall take effect on the date of enactment of the act. 
Section 503 deals with matters that must have been agreed to by re- 
cipient nations prior to receiving anv assistance authorized under 


this act. In any case, where a nation has not already agreed to 
conditions of the kind indicated in section 503, time will be required 
for the necessary negotiations. ‘Therefore section 503 does not become 


effective until 90 days after date of enactment. 
Section IOS Transf: rability of funds 


This section authorizes the President to transfer from one title to 


another not to exceed 10 percent of the funds made available under 
the title from which the transfer is made. In the event that funds 
are so transferred from one title to another title, they must be utilized 
to furnish of the same kind to a different area assistance of the kind 
for which sueh funds were available before transfer. This section 
requires prompt reports of such transfers to appropriate committees 
of the Congress 

Section 5609. Dere lopme nt of strategic materials 


The development of additional sources of strategic materials is of 
major importance to the security of the United States. The Economie 
Cooperation Act of 1948 contains specific provision for obtaining 
materials in which the United States is deficient, and the significance 
of expanding the production of strategic materials was recognized 
in the Act for International Development. 

This section of the bill authorizes the use of not to exceed $55 
million of the funds appropriated pursuant to section 101 (a) (2) 
of the bill for the development of strategic materials, pursuant to 
the authority contained in the Economic Cooperation Act of 1948. 
Section 510. Utilization of patents and technical information 

Definitions.—The two paragraphs of this subsection are self- 
explanatory. 

(b) Privately owned patents and information.—This subsection re- 
lates to the use of patents and technical information used in further- 
ance of the Mutual Security Program without prior authorization by 
the owners or originators. There are certain factual and legal uncer- 
tainties surrounding the right and authority of the Government to 
disclose certain of the technical information and know-how available 
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in Government files. These uncertainties arise from the question of 
the property rights of the originators and owners. In order to remove 
any delay which might be occasioned by these uncertainties and to 
assure just compensation to the owners of inventions or information 
utilized in the Mutual Security Program, this ee provides a 
forum in which title may be adjudicated and in which value may be 
established. The wording of the subsection makes it clear that the 
procedures which are authorized by the subsection are available only 
insofar as the activities concerned form a part of the Mutual Security 
Program. 

(c) Settlement by negotiation.—This subsection authorizes the appro- 
priate Government department or agency which has furnished any 
assistence in furtherance of the purposes of the bill to enter into agree- 
ment with the claimant in full settlement and compromise of any claim 
against the United States hereunder. 

(d) Period of limitation.—Existing law provides a 6-vear period of 
limitation on suits of the type herein under consideration. This sub- 
section provides that such 6-year period may be extended by the period 
during which a claim for unauthorized use, filed as contemplated in the 
preceding subsection, is being considered ly a Government agency, 
unless suit is brought on the claim before decision by the Government 
agency. 

Section 511. Semiannual reports to Congress 

The wording of this section is self-explanatory. It requires the 
President to transmit to the Congress semiannual reports of operations 
conducted in furtherance of the purpose of the proposed leg'slation. 


Section 512 (a). Purchase of local currency in areas covered by titl 
IT and III 

This subsection would permit the utilization of not to exceed $10 
million for title I] countries, and not to exceed $25 million for title 
111 countries, to be utilized from appropriated funds to acquire local 
currency needed to meet local curreneyv requirements of the aid pro- 
grams in the areas covered by those titles. In most cases it will 
possible to make advances of dollars out of aid allotments in return 
for local currency, with the agreement that the country will subse- 
quently use an equivalent amount of dollars to pay for goods or 
services scheduled under the United States aid program in " the 
country. Such advances will be made on a short-term basis and the 
amounts received in reimbursement credited to the appropriation 
used. Where determined to be necessary for the success of a country 
program, the outright purchase of local currency may be resorted 
Section 512 (6). For strategic materials development 

This subsection makes additional provision for the development of 
the production of deficiency materials by permitting funds authorized 
for economic assistance to be used to obtain local currency for the 
specific purpose of increasing the production of materials in which the 
United States is deficient. In view of the fact that in many of the 
countries where strategic materials are located, balances in the 5- 
percent local currency accounts owned by the United States are limited, 
and inasmuch as much of this development work involves local 
currency rather than dollars, the provisions of this subsection will 
facilitate the program of development of strategic materials. 
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Section 513. Extending the scope of guaranties 

This section extends to any area in which assistance is authorized 
under the Economic Cooperation Act, the investment guaranty pro- 
gram of the Economic Cooperation Act which is financed out of public- 
debt funds and limited to the Marshall plan countries, including their 
overseas dependencies. Such guaranties to private investment are 
limited by the Economic Cooperation Act to not more than $200 
million, of which amount only about $30 million has been arranged. 
Section 514. Administrative funds 

This section provides that all funds needed to cover administrative 
expenses incident to furnishing assistance under the Mutual Security 
Act shall be drawn out of appropriations made under title I. This 
principle has already been approved by the Congress in the Mutual 
Defense Assistance Act. 

This section also permits the use of title I funds for paving the 
expenses of United States participation in the North Atlantic Treaty 
Organization and inciudes the United States contribution to expenses 
of the Supreme Headquarters of the Allied Powers in Europe, the 
United States portion of the expenses of the several boards of the 
North Atlantic Treaty Organization, and other expenses necessary or 
incident to effective United States * irticipation in the North Atlantic 
Treaty Organization, and other international security organizations. 
It also authorizes the use of these becuia lor expenses of domestic pro- 
grams being carried out under the Act for International Develop- 
ment. Such programs are related to technical assistance being fur- 

hed to foreign governments but carried out in the United States 
in Slessiosanenata agencies or in institutions such as colleges and uni- 
versities 

This section also authorizes any local currency received by the 
United States for its own use in return for assistance furnished by it, 
to be used for administrative and operative expenses of all agencies 
participating in the furnishing of assistance under the ac ee Muving 
bill without reimbursement from appropriations available to those 
agencies 
Sect ion 5 15 Ame ndme nts to section 115 (bh 6 of the Keonomie ( oop ra- 

tion Act of 1948 

This section amends section 115 (b) (6) of the Economie ¢ ‘ooperation 
Act in five separate particulars: 

a) Eneouragement of emigration.—This subsection would amend the 
second prov iso of section 115 (b) (6) by authorizing counterpart funds 
to be utilized for the encouragement of emigration. 

h ltilication of loeal currene y counterpart to pay operating as well 
as administrative expenses..—This subsection would permit the use of 

counterpart funds to pay local currency operating expenses as well as 
purely administrative expenses of the United States incident to 
operations under the Economic Cooperation Act. This has applica- 
tion to the 5-percent portion of the counterpart deposit which is 
owned by the United States. There are a number of local currency 
expenses incident to operating of technical assistance and other 
programs which are not strictly administrative in kind but which must 
be met out of the 5-percent account in order to operate the programs 
effectively. As an example, the value of certain forms of technical 
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assistance must be demonstrated in some countries before they appreci- 
ate the advantage of using their own funds for such assistance. The 
best way to further the program is to carry out demonstration projects, 
which, through their own effectiveness, prove the value of technical 
help of the kind demonstrated. It is not intended to permit the use 
of the 5-percent fund for payments for such purposes as supplying 
regularly scheduled program goods and services, or providing addi- 
tional productive, plant, or other facilities, inasmuch as such e xpenses 
are not considered to be operating expenses. 

(c) Use of counterpart outside the country of origin.—This subsection 
would permit the use of 5 percent local currency counterpart for ex- 
penditures outside the country of origin. This could be accomplished 
by conversion into the currencies of other countries where local cur- 
rency is needed for United States programs. 

(d) Termination date for provision requiring congressional action on 
counterpart disposition. This subsection would preserve beyend 
June 30, 1952, the powers of the ECA Administrator with respect to 
counterpart funds. Under section 505 (c) of this bill, his other 
powers are ¢ ‘continued be vond that date, and the President is authorized 
to transfer them to another agency. The counterpart powers should 
be similarly treated. 

(e) Use of counterpart. funds for military purpose s—This subsection 
provides that not less than $500 million equivalent of the counter- 
part funds now or hereafter deposited in the special accounts set up 
under section 115 (b) (6) of the Economic Ccoperation Act against 
aid previously furnished or authorized by this bill should be used 
exclusively for military production, construction, equipment, or 
matériel in countries receiving assistance under the Mutual Defens 
Assistance Act. In each case the amount to be devoted from each 
counterpart account for military uses shall be agreed upon by the 
Administrator and the country or countries concerned. The 


vantages of this procedure in furthering features of the program ar 
obvious. 
Section 516. Final disposition of mat és rel: re rmb i] able aid 

a) Final disposition of matériel. This subsection r quire s the Pres 
ident to make arrangements with recipient nations which will insuré 
that equipment or matériel which is no longer required for the pur 
poses for which originally conveyed shall be returned to the Unite 
States for salvage or scrap, or shall be disposed of in such manne - 
the President shall deem to be in the interest of mutual security 


h Re imbursable aid. Section 108 (e) of the Mutual Defense As- 
sistance Act provides authority to the President to transfer equip- 
ment, materials and services to certain nations ‘“‘without 
United States.” This subsection has been amended by 
(b) of the present bill in two particulars 

First. Certain nations were made eligible under section 408 
condition that they provide the United States with assurances 
the equipment, materials, or services are required for and will bi 
to promote their internal security, their legitimate self-defense, or 
permit them to participate in the defense of the area of which they 
are a part. The nations from whom that assurance is required are 
nations eligible for assistance by virtue of the fact that their ability 
to defend themselves or to participate in the defense of thi 


COst Lo the 


Ser tion 516 


t Ot 


area of 
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which they are a part is important to the security of the United 
States. The assurances required from nations whic h have been out- 
lined above, are so restrictive as to prevent the use of such equipment 
as is transferred to them under the provisions of section 408 (e) in 
United Nations. collective security arrangements and measures. 
Accordingly, this subsection of the Mutual Defense Assistance Act 
has been amended so as to provide that equipment, materials, or 
services transferred by virtue of section 408 (e) may be used by such 
countries in United Nations collective security arrangements and 
measures. 

Second. Section 408 (e) authorized the President to enter into pro- 
curement contracts for equipment to be transferred to other countries. 
Section 408 (e) provided that the total amount of outstanding pro- 
curement contracts which the President might enter into should at 
no time exceed $100 million. This limitation constitutes an unde- 
sirable barrier to the procurement of equipment by other countries 
which have embarked on very substantial procurement programs in 
the United States on a cash-payment basis. The limitation has 
accordingly been raised to $500,000,000. 


Section 517. Raising the ceiling on excess equipment or matériel 

Under the Mutual Defense Assistance Act of 1949 as amended, there 
is a ceiling of $700 million on the amount of excess equipment or ma- 
tériel which may be transferred under that act or under the Greek- 
Turkish Aid Act of 1947. 

The authorized ceiling of $700 million has very nearly been reached. 
The Administration proposed that the amount should be increased by 
$450 million to a grand total of $1.15 billion. The committee felt that 
an increase of $150 million was adequate under the circumstances. 


Section 518. Amendments of Act for International Development 


(a) Contr ibutions for technical assistance programs carried out through 
other agencies. —This subsection amending section 404 (b) of the Act 
for International Development authorizes contributions of funds made 
available pursuant to the first four titles of the bill to the United 
Nations and the Organization of American States for technical assist- 
ance programs carried out through those agencies. It grants no new 
powers but merely continues an authority contained in the Act for 
International Development, but with a limitation of $13 million as to 
the amount. The subsection does not require the contributions to 
he used in the specific areas covered by the sections of the Mutual 
Security Act, from which the funds are taken. 

(b) Security clearance of employees under the Act for International 
Development.—This subsection amends section 414 of the Act for 
International Development, and deals with security clearance pro- 

cedures for employees engaged in carrying out activities under that 
act. The purpose of this subsection is to permit persons to start 
work for a maximum period of 3 months under the Act for Inter- 
national Development pending completion of an investigation for 
security purposes. It would relieve the Federal Bureau of Investig: 1- 
tion of the burden i imposed upon it by the recent legislative provisions 
for personnel investigations and reports, and is based upon a recom- 
mendation of the Attorney General, who points out the enlargement 
of the Federal Bureau of Investigation’s activities in this field has 
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diverted much of its energies from the pursuit of its primary respon- 
sibilities. Under the proposed language, those emp loyed for a period 
exceeding 3 months must first be investigated by the Civil Service 
Commission and a report made to the Secretary of State. Where thi 
Civil Service Commission discovers evidence of disloyalty or security 
risk, the matter will then be referred to the Federal Bureau of bine es- 
tigation for a full field investigation. No individual may be employed 
or assigned to duties until the Civil Service Commission has made a 
name check of the files of the Fede ral Bureau of Investigation and a 
report made ng ee to the Secretary of State. Prior to receipt of a 
report by the Civil Service Commission, persons may be given tem- 
porary employment without acquiring civil-service status, exclusivels 
for purposes of job training within the United States, not involving 
access to any classified information. 


APPENDIX I—PostwarR Do.uuar Alp 


In order that the Senate might have before it figures showing dollar 
assistance which the United States has given countries covered by 
the pending legislation since the war, the joint committee asked the 
executive to supply in summary form information on all such assist- 
ance. The information furnished is as follows: 


Postwar do la assistance to part cipating countries by the l'nited States and 
inte rnational f nancial agencies throu: h Va / ] 15] 
u 
(Gro foreign aid . $31, 229, 20% 
Grants tilized 0). 464 


Donatio f 7 
I MOL-T1 ( ise ¢ 1 s S7 
American Red Cr 0 
Defense Departme 
Civilian supplies 
Army and Air Fe ) irtment ‘ 
Relief in Korea , 18 
Navy Depart S, Sot 
Army and Navy Departme | 
Refugee assistance ‘ 
Ke ) Coopera Adi ( 
Civilian D 2 
Ei iropean recovery 8, 316, 266 
Far caster general area of China) aid 189, 142 
Interim aid (Public Law 389 555, 660 
IK « an aid Q1. 05 
Pos tI NRRA (Publie Law 84 298, € 
kxecutive Office of the President (Chinese military aid 120, 715 
Philippines War Damage Commission (private claim 397, 348 
Reconstruction Finance Corporation. 53 
State Department: 
aes student assistance 3, SOI 
Creek -Turkis h aid 654, 438 
It stitute of Inter-American Affairs 36, 257 
Mutual Saibian assistance 822 700 
North Atlantic area 603. 800 
Greece, Turkey, Ira 104, 900 
Other areas 114, 000 








oS THE MUTUAL SECURITY ACT OF 1951 


Postwar dollar assistance to participating countries by the United S.ates and by 
international financial agencies—through March 1951 1—Continued 


Grants utilized—Continued 
State Department—Continued 
Philippine rehabilitation: World total 
Surplus property $100, 000 
Philippine reconstruction and rehabilitation 125, 701 


Technical assistance _ : , a 19, S84 
‘Through international agencies: 
For refugees 230, 829 
For Palestine relief 10, 450 
For children 75. 000 
For United Nations relief and rehabilitation 2, 588, 659 
Yugoslavia aid 11, 358 
lreasury Department: 
Chinese stabilization 119, 594 
Lend-lease (net of credit offsets) 689, 209 
Civilian supplies 134, 487 
Credits utilized 10, 764, 751 
Agriculture Department (ocecupied-areas commodity program 214, 353 
Commerce Department: 
Maritime Administration (merchant ships 229, 0O1 
Defense Department, Army Department: 
Surplus property _ 20, 000 
Natural fibers revolving fund 54, 366 
Keconomic Cooperation Administration: 
Kurop an recovery 1, 107, 038 
Through Export-Import Bank 1, O89, 208 
Deficiency-material projects 17, 8380 
Export-Import Bank 2, 811, 704 
Direct loans 2. 665. 137 
Loans through agent banks 145, 566 
General Services surplus property 18, 254 
Reeonstruction Finanee Corporation: 
Loans 70. 102 
Occupied-areas commodity programs 14, 760 
Surplus p*operty 1, 965 
State Department: — 
LIAA 32 
UN headquarters loan 18, 044 
Treasury Department: 
British loan 3, 750, 000 
| end-lease current cre dit 14, 565 
Lend-lease silver o4, 454 
Credit agreement offsets to grants 1, 256, 326 
Surplus property 1, 064, 757 
Ph lippine funding 35, QOO 


Appenpix II—UNoBLIGATED AND UNEXPENDED BALANCES FROM 
EARLIER PROGRAMS 


Each of the titles in the pending legislation authorizing new appro- 
priations for fiscal 1952, contains a provision authorizing the carry- 
over of unexpended balances of appropriations heretofore made for 
the purposes covered by the said titles. This provision has the 
effect of carrying over funds from previous appropriations which were 
not obligated as of June 30, 1951, as well as funds obligated as of that 
date, but not expended. 
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The Joint Committee asked the executive departments for an 
explanation of the need for these provisions as well as for statements 
of the amounts of estimated unexpended and unobligated funds. The 
information received in reply to this request is as follows: 


‘1. Carry-over provisions of this kind are needed because the size and nature 








of the military assistance programs and of the grant economic aid programs f 
1952 are based on the assumption that the fiscal year 1951 programs will be con 
pleted, even though some of the goods and services programed are not actua 
delivered and paid for until after the end of that fiscal vear lo assure the « 
pletion of the L951 programs, lt ls necessary to carry Over not only funds programe i 
but unobligated as of June 30, 1951, but also funds obligated under procure 
ment authorizations or procurement contracts as of June 30, 1951 \ . ater 
become leobligated’”’ by cancellation of the procurement authorizations « 
contracts Without a carry-over provision, these fund aps 

For example, the 1951 military assistance progran i I ta 
of mater ry} program f LQ52 ised on t i ) ta 

rogr lw by 1 rnd d | I ’ ( 

line Detwer ) ra 1 ery ( t lt 
progra \ e d red \ ifter e end of f g { 
some of ( { i for o1 rea pot i 
ca eled aft e tul or | I Ca | ord I 
same or subst iatériel to b . 34 waila 
of these ‘“deobligated’”’ funds during the fiscal year 1952 

In the same wav, the 1952 economic aid programs are ba 1 on bala 
payments computations and other est lates WI at nh turn based 
assumption that the 1951 prog eted B ocur i 
izations issued by the ECA oblig: rr the SL prog ( ) 
be canceled after the end of fisec: vecause of rtages of par i 
goods, failure to get allocations of goods prozratr 1, or other unforeseeal 
cumstances In order that good the same amount may be fur 
complete the 1951 program, these same funds must be reobligated and 
purposs must be continued available to fiseal vear 1952 

2. In section 3038 (a) of the bi provision 1 mad v for carr’ I 
obligated balances of prior vear obligations, rather than carry-over of unexpe 
balances as proy ded i other sections The funds au rized bv this = { 
fiscal year 1952 are to be used onlv for a contributio o the ited Nat 
Korea Reconstructior Agence, ly ‘ase anv of th | iren t author! 1 
tions already issued under the 1951 direct grant aid program are car i 
funds obligated by those procurement authorizations \ I allowed to lay 
The carry-over DrovVisLol Wi permit the inobligated balance of ast vear s 
appropriations for Korean aid, as of June 30, 1951, to be used as pi: 
contribution to UNKRA and thereby reduce the amount of new fund 
will need to be appropriated for that purpos Che unobligated balance of S50 


million plus the $112,500,060 requested will ma ip the total $162.500.000 
United States contribution to UNKRA 
3. In section 203 (aid to Near East and lependent Africa) and in title IV 





(aid to Latin America) no carry-over provision for economic aid a ar The 
1951 economic aid programs in the Near East and Africa consisted f f 
Palestine refugee and point 4 programs. The Lat \meriecan economic prograt 
consisted entirely of point 4 aid. These funds are almost fullv obligated and 
chance of deobligation for this type of pros im so rem ut as 


unnecessary to provide carry-over 
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Estimates of unobligated and unerpended fiscal y 
proposed m ial securit 
[In millions of dollars] 

Section 101 (a) (European military 


Unexpended 
| j 


nobligated 


Obligated 


AC’ 


1951 


r OF 


ear 1951 balances, by section 
1 bil 


0) 
1 


1, 681 
566 


1,114.6 


Carried over by 8S. 1762: $315.8 million, plus any of the $3,832.6 million 
which may subsequently be released from obligation 
Section 101 (b) (European economic 
Unexpended 1, 3880. 9 
Unobligated 62.9 
Obligated 1, 318. 0 
Carried over by 8S. 1762: $62 million, plus any of the $1,445 million which 
may subsequently be released from obligation. 


Section 201 (Greece, Turkey, Iran military 
I nexpended 
Unobligated 


Obligated 


Carried over by 8. 1762: $44.7 million, plus any 
subsequently be released from obligation. 
203, and 204 Near East 
Sections 202, 203, and 204 do not provide for a 


Sections 202 economic 


Section 301 (Asia and Pacific military 


105. 9 
69. 0 


336. 9 
of the $302.1 million which may 


and technical): 
ny carry-over. 


120) 





| nexpended 
[ nobligated 124, 3 
Obligated 295. 8 
Carried over by 8. 1762: $95.5 million, plus any of the $191.6 million which 
mav subsequently be released from obligation. 
Sectic 302 (Asia and Pacifie (except Korea) economic and techni 
I } } , 199 » 
t xypended iodd. O 
| Opt ated } 
Obligated 133. 2 
( ried r by S. 1762: $0.2 illion, pl al of the $133.8 million which 
a hy tly be re ed fro ol} igatio pny ipplementa \ tatement 
attact 1 < east Asia pr ra 
se 303 (a Korean rehabilitatior 
Unexpend 24 3 
Unobli d a0. 2 
Ob ted do. | 
Carried oy yy S. 1762: $50 million unobligated balance in addition to new 
inds authoriz ce ribution to UN Korean Reeonstruction Ageneyv. The 
$84.3 million resent inexpended balances of fiscal vear 1951 funds, prior 
vear fi ot having been car { forward 
Section 303 (d Korea 
r} ection does not relate to dollar funds but to counterpart funds. This 
ibs ( required because the Eeonomie Cooperation Act, which has been 
made applicable to aid to Korea, provides that balances of local currency counter- 
part funds remaining when the ECA operations terminate shall be disposed of 
in accordance with congressional direction (see. 115 (b 6) of the Keonomic 
( ooperation Act This subs ection 1s intended to provide such congressional 
lirectior anda ithorizes release of thes counterpart funds for purpose consistent 
W he UN assistance programs, in accordance with agreements between the 
United States and NKorea. 
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sect! 3401 and 402 (Lat \meriear itar ’ ula 
Do not provid r al irl \ ind 5S. 1762 H ‘ 
( i¢ i i XI earr\ Ve! rLAA 
SUPI MENTARY STATEMEN SouTH Asta P AN } ! 
he atta 1 table yA i J 0 1 
As show? ' 1. $157.318.000 was o stinel . 
ea \ Rn, J | wd f i S 
able I { rr ra >) } i ! < 
S7 1,384,000 | ea 


S41,08SU0,000 l uc } i 
la 1 also she ! 1) mrt ip 
H el t 5 | i t i irr , 
} i ~ | WO 3S | , ww i ry ‘ 
to ECA 9 ’ an 
I ‘ i 
t Or ) t I, 4 i { ) I 
s | SO » AN) ] j 
rvi ) 28 SSD 4 j a1] } } : ‘ ed 
mit rep of art COE KCA/IM } ’ j 
vdd il ship ‘ 314.126 () ha ’ , 
atlo 
I i j ) ‘ ~ 057.2 ‘ 
ra had } j $99 DO] 04 ’ i | pl 
7 2 P | 
pip tf S27 548,51 ! ¢ i | ar j 
ood thy } ily J ‘Oa to $70.357.695 
difference between t il f $157.318.000 which $71.384.000 
id i tliab! nf ( (0.307. ¢ mr SSH. OOO 305 
rhe amo i vice ' ry ERLE Of ) 
to } recipe t j LIGA 
| 
! ! i ’ j \ 
t ‘ ’ 
rr ‘ Y ‘ \ ary y 
} ECA 1 I | i 
} ( 
} i] t ) thy ( { ) i l 
Kconomic Cool \ | a 
1 ( > 
{ ) I , 
Nel! tit r Asi Pi [ i t \ 
of fise y part 
Dost f . } 
Aa 1 * ~\ . - 
a] T i 4 
t % 
1 1 
‘ 
Ph “ 4). 0 
hailand mS 8 
I id $34,000 MDATI rl ) t n SO4E Muna 4 I ra l ited u 
iwreement between ECA and t Federal Securit Ager | I t 
$158.000 against ot ( f $246.04 ' t { 
SSS,000 against ¢ i S24 “ ra } 
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AprpENbDIxX III—ECA PROCUREMENT AUTHORIZATIONS SINCE 
BEGINNING OF PROGRAM 


In order that the Senate might have before it figures on ECA aid 
since the beginning of the program, the information which follows was 
obtained from the ECA. 


S d7nmary of proc irement aut} orvizations issued kB dropear recovery progran pe 


April 1948 June 1951 


{In thousands 


Country ECA grant sid ECA 

Au s ; 
Be} I ) & $ 
Der rk " ) Mi) 
FY t §, 626.8 
crerim n 7 ~ 
Crres “ s 
Iceland » O0 
Irel j ’ 8, 2 
Ital ‘ 
Nett 7 " 

BO. 7 [ $4, 2 a 
Norw . 508 
Portuga 26, S7é 
Sweden s { 
rrieste 409 
Turkey M 
United } 7.7 " 


APPENDIX IV—ComMMITMENT OF BALANCES AVAILARLE IN LOCAL 
Currency (95 Percent) Counrerrart Account AS OF JUNI 


> 


30, 195] 


The attached table gives a breakdown by countrics of the deposits, 
withdrawals, and available balances in the 95 percent local currency 
counterpart account as of June 30, 1951. It indicates that as of 


that date a total of approximately $1.5 billion of local currency 
counterpart of ECA assistance had not vet been withdrawn. Ap- 
proximately half of this total, however, had been committed for 
various purposes by agreement between the United States Govern- 
ment and individual participating countries. 

Austria.—The balance of counterpart deposits for which approval 
for release has not already been granted is $146 million. Of this 
amount, $32 million will be needed to complete the 1951 counterpart 
program which has been approved in general by ECA subject to later 
consideration as to the specific projects to be financed under the final 
quarterly release. 

Belgium.—Approximately $28 million of counterpart equivalent to 
the balance of the undisbursed 1950-51 aid remains to be deposited. 
No commitment has been made as to the specific purposes for which 
this amount is to be utilized but there is a general understanding 
that it will be utilized to finance projects which will assist in expand- 
ing Belgian productive capacity. 

Denmark.—No proposals have been put forward by the Danish 
Government for the utilization of the available balance, and no com- 
mitments have been made by the United States. 





6-1 THE MUTUAL SECURITY ACT OF 1951 


France. —ECA has given approval to the utilization of counterpart 
accruals for financing a general program of capital investment in 
France (the so-called Monnet plan) The agreement applies to all 


counterpart funds of the 1950-51 aid program, a large portion of 
which still remains to be deposited. 

Cermany.—All counterpart funds available on June 30, 1951, and 
the local curreney counterpart for the 1950-51 aid which still remains 
to be deposited have been committed for specific purposes, with the 
exception of a reserve fund amounting roughly to 425 million deutseh- 
marks. Negotiations between the German Government and HICOG 
regarding use of this reserve were broken off by HLCOG pending com 
plete implementation by the Germans of the coal and steel industry 
reorganization contemplated under the AHC law 27. 

(reece. No formal commitment has been made with regard to the 
available balance and anticipated future deposits. It has been thi 
policy of ECA to consider local currency counterpart deposits pri- 
marily as an offset to the inflationary pressures engendered by the 
Government’s budget deficit and releases have been considered in the 
light of this objective. It is expected that releases during the current 
fiscal vear will be limited to less than $100 million 

[celand.—Although the available balance is uncommitted, it is 
expected that it will be used in part to finance investment projects to 
which ECA has already eiven its approval. 

[reland.—No commitments have been made with regard to the 
available balance. 

[taly.— An agreement was reached at the beginning of the fiscal vea 
between the United States and the Italian Government on the specific 
tvpes of projects for which counterpart accruing from the anticipated 
1950-51 aid program would be utilized. The actual withdrawals 
depend upon the rate of completion of the particular project eligible 
for counterpart financing. The agreement at the beginning of the 
fiscal year did not cover a subsequent increase in aid of approximately 
50 million. The counterpart equivalent of this amount which still 
remaims to be deposited has not yet been committed. 

Vetherlands.—-Of the balance available on June 30, 1951, $33 million 
have been committed for release as part of the counterpart program 
ndar 1950. Additional proposed withdrawals of $35 million 
are now under consideration by ECA. The substantial balance re- 
mains uncommitted, pending submission by the Dutch Government 
of a counterpart investment program which would reflect more closely 
the need for expenditures related to the defense effort 

Vorway.—-Past counterpart releases have been used for retire- 
ment of the “occupation account” of the Bank of Norway. No 
connnitments have been made with regard to the available balance. 
However, ECA has indicated its general approval to a continued use 
of counterpart for this purpose, provided that the supplementary 
measures taken by the Norwegian Government to combat inflationary 
pressures appear satisfactory 

Portugal.—A general agreement was reached last fall between the 
United States and the Portuguese Government for the release of 
counterpart in 1951 for industrial and agricultural projects. How- 
ever, ho commitment has been made with regard to a small amount of 
counterpart still to be deposited. 
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Turkey.—The United States has agreed to the utilization of counter- 
part for financing economic development programs and certain high 
priority military programs. This agreement applies not only to the 
balance available on June 30, 1951, but includes counterpart still to 
be deposited as the balance of the 1950-51 aid program is being 
disbursed 

United Kingdom.—The United States has agreed to the utilization 
of the counterpart accruing from the 1950-51 aid program for debt 
retirement as the most effective way to help control the inflationary 
pressure created by the British defense program 


Status of European local currency (95 percent) counterpart account ¢ of June 3t Wi] 


Dollar equivalents of the local currency 


Austria 
Belgium-Lux bur , 
Denmark 118.8 
Franc ~ 
Germar I Reput 
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